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PREFACE 


The object of this work is to present a fairl\ compiele 
outline of the modern economic history of England and India 
and to acquaint the leader with the chief authorities on the 
subject and some of the original sources. In Part I the 
study of developments in England takes into account the 
results of the assiduous researches carried on by such autho¬ 
rities as Dr. Glapham, E. Lipson, and C. R. Fay. and presents 
conclusions which were not made available in general 
surveys. Part II, devoted to India, is based on a variety 
of original sources, some of which have hitherto remained 
untapped. During the past two decades, owing to the in¬ 
creasing pace of economic development in India, a wealth of 
new^ material has been accumulating for the student of eco¬ 
nomic history, and the author has been able to draw freely 
upon this. 

Though the book has grown out of lectures delivered for 
the B.A. students, the author hopes that it wall also be found 
useful to Honours students of the Indian Universities and 
serve as a helpful introduction to the study of Indian econo¬ 
mics. As the book lays greater emphasis on broad currents 
than on minor details, the general reader too may find it 
interesting. 

To facilitate the mastery of the material, a chapter sum¬ 
mary is given at the end of every chapter, and a table of 
important dates is also given wherever necessary. 


1’, S. 
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CHAPTER I 


ECONOMIC CONDITIONS IN INDIA UNDER THE 

MOGULS 

INDIA AND TJIK C(3NTEMPORARY WELST 

The ecc3noinic organization ol India under the Moguls re¬ 
sembled in many respects the contemporary economic orga¬ 
nization of Western Europe. As in the West, we find in 
India the si mple domesti c and the capitalistic domestic Form s 
of i nd ijstrial organizatio n and there was, as in France, the 
t riiild system in the urban areas. We see also a fairlv wel l 
cie veloped organization For shippintr a nd overseas trade under 
the Moguls which, in some respects, even surpassed that of 
England and France, 

When we consider the life of the mass of' the people in the 
India of the period, from the reign of Akbar to the rise of 
the British power, it is with France and not with Fmgland 
that we should compare it. For them life was as full of 
v exations and dangers as it was for the French peasants and 
a rtis^^ ps ior man\^ a decad e under the yoke of the 

absolute monarchs who prepared the w^ay for the French 
Revolution. I'he (observation of Sir Thomas Roe:—‘The 
people live as fishes do in the sea—the great ones eat up the 
little; f(3r first the farmer robs the peasant, the gentleman 
robs the farmer, the greater robs the lesser and the king robs 
all,’— seems to be true of the Mogul period, with the excep¬ 
tion of perhaps a few’ gleaming, but evanescent intervals. 

There was, however, one important difference betw-een the 
French and the Indian social orders. In France a powerful 
middle class was growing up. While this intelligent, enter¬ 
prising, self-conscious bourgeoisie—which ‘ combined hatred 
of the rich with distrust of the poor —was destined to be 
the spearhead of the French Revolution, in the Indian sub¬ 
continent there was no strong middle class ex c ept in a few 
p arts like the Westerii^r id C k)romandel coasts and the sea¬ 
p orts ot CengaL The c ^itrast between the opulence of the 
courtiers and the official class and Ther hideous squalor of the 
bulk of the people was therefore even more glaring than in 
France from Colbert to Turgot. 
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AC.RICUI/i rRF. 1’NDl.R I'llK MOGULS 

VV. H. Vloreland esiirnates ihu population of India on 
the death o( Akl)ar at 100 millions It is probable that by the 
middle of the eit^liteenth century the p(;pulation was about 
130 millions. Even in the fifteenth century travellers found 
that some rcj^ions were ‘ overstocked with people’. \'irulent 
famines afflicted many parts of the land in the seventeenth 
century and cut down the population, but still it is probable 
that there were parts which, as the Italian Manucci remarks, 
were * extremely populous 

From the reii^n of Akbar to Auraiit»/cb the area under th e 
plough was considerably extended in the (lang^s v^ill ey. 
Wlieat whicli is now^n important crop in the Uttar Pradesh 
(United Provinces) was not then sown over any appreciable 
part of that region. In some areas, in the Ganges valley, 
rice of the highest quality was produced, " matchle.ss for 
whiteness, delicacy, fragi ance and wholesomeness ’. Sugarcane 
and indigo were the two cash crops which were widely grown; 
indigo has now disappeared from that part of the country. 

Over a consideralile area of North Bij iar, now one of the 
most heavily populated parts oi* the countr) , the jungle was 
king in the Mogul Age. But in that province more valuable 
crops were raised and both r evenue and productivi ty were 
than in the United Provinces. The chief crops sown 
were whea t, sugarcan e, cotton , rice and opium . 

By the sixteenth centurv’ West Benga l was thickly peopled 
while s wamps and wildern ess covered the now densely popu¬ 
lated rej[^)ns of Eastern Benga l. Khan Jahan AH tried to 
win back the marshy Sunderbans, but even by the middle 
of the nineteenth century the area reclaimed was far from spec¬ 
tacular. It was from Bengal that Jehangir’s court drew its 
supply of wheat. 

In South India the staple diet was rice. Cotton was grown 
over a wide area in the Deccan, and in some places sugar¬ 
cane was an important crop. 

It w'as i n Mogul India that the important cash crop tobacco 
was intro^iced^v the^ortugues c. First tested on the soir of 
Gujerat, it spread within a Ibw decades to the four corners 
of the land, attaining a special importance in^ Beng al and 
Bihar . ln»1617 the Emperor J eh a ngir prohibited smoking in 
the Mogul Empire, 
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Even in Mogul tim es, peasants in some parts of tlie country 
ceased to follow tlie customary arrangements for cropping, 
and be uan production for the marke t. 

THE AGRARIAN POIJCY OF THE MOGULS 

The Mogul rulers were very much i nterested in the pr o> 
motion of agriculture and adopted both the ‘ stick^ mid the 
‘ carrot methods. The district ofliccrs, the Amins or Amal 
Guzars^ were called upon to bring about an increase of the 
cultivated area and the substitution of‘ superior for inferior 
Clops. 

The Mogul conquerors did not do away with the old Hindu 
system of land revenue. I’he Emperor Akbar, following his bril¬ 
liant predecessor, Slier Shah, emphasized the i mportance o f 
State oilicers having direct d ealings with the rultiv;itr)r. In 
1 573, as directed by Akbar, Todar Mall carried out with 
metic ulous care a r yotwari settlement in Guiera t. This settle- 
iiicrit later extended to the w hole oi North India and the 
Deccan , and became a model for the British. T.xcept in 
Kashmir, where the old system of division of crops was re¬ 
tained, c ash payment was introducc;d in other areas . 

Even in the time ol' Akbar thei c were a lew ja^rda rs. and 
in the ti me of his successors_ t ax-farming became a great ev il. 
In the days of Auran^zeb rnany of the icatures o f the Zamin- 
d ari system were discernible . They were later to be con¬ 
firmed by law by the British. The tax-gatherers in the Mogul 
period were the scourge of the country, and drove many 
peasants from the countryside, compelling them to sell their 
wives and children by their rapacious exactions. The plight 
of the peasantry was thus described by Bernier in his letter 
to Colbert^ :— 

‘ Even a considerable portion of the good land remains 
iintilled from want of labourers, many of whom perish in con¬ 
sequence of the bad treatment they experience from the gov¬ 
ernors. These poor people, when incapable of discharging 
the demands of their rapacious lords, are not only often 
deprived of the means of subsistence, but are bereft of their 
children, who are carried away as slaves. Thus it happens 
that many of the peasantry, driven to despair by so execrable 
a tyranny, abandon the country and seek a more tolerable 

^ Bernier^s Travels in the Mogul Empire (translated by Archibald 
Constable and revised b\' V. A. Smith), p. 205. 
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mode of existence, either in the ttnvns or camps, as bearers 
of' burdens, carriers of' water or servants of horsemen. Some¬ 
times they fly to the territories of' a Raja, Ijecause they find 
less oppression and are allowed a greater degree of comfort.’ 

In the time of Akbai the State took only a third of the 
grcjss prodiic: e. Even this was twice the sum received ajTrent 
by the TriocTern landlord. In tiie time fif Akbar’s successors 
it was gr adua lIv raise d and became a half’under Shah Jahaii 
and Anrangzeb (the proceeds rose from about 50 million 
rupees in the reign of Akbar to about 22 0 million rupe es under 
Shah lahan ). 'File l) urdcn o f the JaiifTTcvenue w'as enhanced 
by cesses whicli were proportionate either to revetme or J o 
t he exten t of lan d. Moreover, An r ang/e l) restort'd the prac¬ 
tice of muag or summary assessrnent diat liad been abolished 
by Akbar as being injurious to the peasantry. As in France 
under the old regime, the n obles served the State with, the ir 
s word s and th e peasants with their purses . 

INDUS'J’RY 

Arts and crafts in Mogul India were of a more varied 
character than in the Europe of that day, and their economic 
and financial organization w-as at least as advanced as that 
of tlie West. We find the si mple domestic system in whole 
villages and parts of towns. Those engaged in foreign trade, 
including foreign mercliants, encouraged the growth of a 
c apitalistic domestic system under which artisans worked fo r 
wages for an exporte r. In x arh^us parts of India Europeans 
started factories for turning out costly and specialized fabrics 
for export. An interesting feature about the industrial oi- 
gani/ation of the period, not found in seventeenth-century 
England, was the starting of i mperial karhhanas or factories, 
where craftsmen engaged in different fields of industr y worked 
u7 \cler a governmciit officer {nmlik), Tlie State was the big ¬ 
g est producer in the Mogul period . The wiiole work \^s 
supervised by the Government Superintendent [Daroga). 
Where no such factories were started overseers were appointed 
to secure the required supply of certain products or, as in the 
England of the time of Elizabeth, t rading monopolies wer e 
co nferred on individual s. 

The h andicrafts w^eirc a good source of income to a large 
section of the country’s population although India was pre¬ 
dominantly agricultural. Silk -Aveaving was carried on in 
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the money tliey desired, taking care not to provoke the people 
to rebellion. T^ ong ages of tyranny had inured the people of 
th e suh-continenT to sullcrmg , and it was theretore possible 
for the provincial tax-gatherers to squeeze them terribly with¬ 
out fear of any mass upheaval. 

To the exactions of the local tax-gatherers abundant testi¬ 
mony is borne by Khaffi Khan and other foreign travellers. In 
this respect the people living in the Hindu dominion in the ex¬ 
treme soutli were not better off than the subjects of the Mogul 
rulers. 


FAMINES, PRICKS AND LEVEL OF LIVING 

In Mogul times there \vere a few prosperous cities like 
Benares, l.ahore, Dacca, which were truly magnilicent to 
behold. But the smaller towns were badly developed and 
bore visible signs of the poverty of the masses. Bernier wrote: 
‘ It is owing to this miserable system of government that most 
towns in Hindustan are nicide up of earth, mud and other 
wretched materials; that there is no city or town which, if 
it be not already ruined and deserted, does not bear evident 
marks of approaching decay "h This is probably an exaggera¬ 
tion, but it contains more than a foundation of truth. 

Travellers of the period have left heart-rending and some¬ 
times incredible accounts of the sufferings of the people during 
the many famines. The })oor, who were always on the 
brink of starvation, had sometimes to sell their wives and 
children. It is said that a child could then be purchased 
for a shilling and sometimes even for sixpence. What is far 
more harrowing was the sale in (he open market of human 
flesh; the pounding of men's bones for sale as flour, and the 
cooking of hands and feet. Men and women, quivering in 
the grips of famine, could not go out in search of food, as they 
ran the danger of being devoured by their fellow men, driven 
wild by the pangs of hunger. 

A number of the measures which were part of the British 
famine r elief svstcm had been adopted by the State even in 
Mogul times, though they were carried out wit h far le^ s 
efficiency tlian in the days of the British Raj. The Govern¬ 
ment o pened relief cent res, dis tributed money to cities , and 
made a rrantrements to bring intQ,_the laminc-stricken are as 

^ Bernier, ibid., p. 227. 
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the surplus grain from those parts ol' the country that had 
not been TiTT Re mission of tax es and reductions of the 
demands of the jagirdar and other nol^les were the other 
steps adopted to alleviate distress. 

It cannot be said that in normal times the life of the masses 
was strikingly better. The tax collectors were required to 
submit periodical reports about the condition of the people, 
but little action was taken to improve living conditions. The 
Mogul Government was f ond of red tape and these reports 
were little more than that. It w^as a ' ka^az raj* or paper 
government. The collectors sent information about prices 
and rents. The (joveninient c ontrolled the prices in ti mes 
( )f scar city, but c ould not prevent their soaring m lamine 
<favs^ The peasantry Tiow suffered li^ecause of the dcprecia- 
l ion of si lver in t erms ol coppe n 'I'he land revenue was 
assessed m r//3A/T“Xcopper), but was actually paid in silver. 
The peasantry was moi*eo\'er h arassed by the ' tail of th e 
a. rrnv ol* Auranu/ei)/ and by the camp followers who ac- 
companied the emperor’s army to pick up what they could 
find.^ The p osition of the urban worker was h ardly more en¬ 
viable . Paid a pittance of less than three rupees a month, 
and iri some plac'cs robbed even of this under the truck system, 
the urban worker was fr equently on the borderline of starva - 
tiori; wi thout paicG of min d, la cking enterprise ;, and o ften trym g 
to do better only under the threat of punishme nt. According 
to MoreJancl, the t:onsumption of cloth per head under Akbar 
was less than it is now—less than sixteen yards. ‘ India 
was certainly not richer than now,’ he ol)serves, ‘ she was a 
little poorer.’ l liere was slaver y. In places like Goa a slave- 
girl could be bought for fifty rupees. Many oi' the nobles 
were followed bN' a long train of servants. In the train that 
followed the Zaraorin of Calicut there were three thousand 
servants, some of them free and some slaves. 

Such was the spectacle of the people in the Mogul Age; 
a picture of a greedy horde of soulless courtiers and officia ls 
livin g in gorgeous ostentation and previnti on the fruits o f 
th e labour of a peasantry and an urban workin g-class fp r 
w hom life was only an oscillation between a dingy and a n 
ag onizing world . 

^ J. Sarkar, History of Auratigzeb, Vol. V, p. 445. 







266 


ECONOMIC HISTORY OF ENGLAND AND INDIA [PT. II 


Sl'MMARV 

India and the Contemporary West :— 

India had under the Moguls an economic organization as 
advanced as that of the contemporary West. The bulk oi 
the people were suflTering like the majority of the subjects of 
the absolute monarchs of France. 

Affricultme in limt'\ : — 

Probably eveji in the Mogul Age some parts of the country 
were over-pf)pidated, 'Fhe area under cultivation was con> 
siderably extended liom the time of Akbar to the days ol' 
Aurangzel). 

In the Mogul period the Portuguese introduced the 
important cash crop, tobacco. 

Thr A<^rarian Policy of the Mogids : ~ 

To promote agriculture the Mogul ruieis employed both 
the ‘ stick ’ and the ‘ carrot ’ methods. Akbar instructed his 
ofTicers to have direct dealings with the peasantry, but in the 
time of his successors tax-farming became a great evil. 

Indmiry : - ■ 

There were both the simple domestic and the capitalistic 
domestic systems of production. The State was now the big¬ 
gest producer and had imperial factories in many towns. 

Commerce, Shipping and the Trade Policy of the Moguls :— 

A number of Indian products such as silk fabrics, calicoes, 
spices, pepper were sent to distant and large overseas markets 
of diverse character. 

Slave trade was the hideous feature of trade at this time. 

Jake the mercantilists tlie Moguls encouraged commercial 
activities that brought in bullion. 

Under Akl)ar the aggregate of Indian merchant shipping 
was about 60,000 tons. In the period between his reign and 
the death of Aurangzel) Indian shipping was adversely af¬ 
fected by the competition of foreign ships. 

Public Finance :— 

The bulk of the revenues was spent on wars, bureaucracy, 
and the construction of stately buildings. 
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The cliief sources of Imperial revenue w ere the Customs, 
the Land Tax, the Mint, Inheritance and Presents. Local 
imposts were vexatious and the Imperial Go\'ernment tried 
to limit their imposition vn ithout much success. 

Famines^ Price and the Level of Lil ino ; - - 

Faminc^s c aused heart-rending suirering to the people. A 
number of features of the British famine relief system were 
found in the system of the Moguls. 

(JiiiEE Dates 

1 r)26-1530- Reign of Babur. 

1539- Sher Sha-^/ defeats Humayun and becomes the 
ruler. 

1545—Death of Sher Shah. 

1556-1605—Reign of Akbar. 

1564—Abolition of the Jizyo. 

1605-1627 - Jehangir. 

1628-1658 -Reign of Shah Jahan. 

1658-1707—Aurang/eb. 



CHAPTER IT 


THE RISE OF BRITISH POWER AND THE 
ECONOMIC DECLINE 

IJENGAl. LENDER EARLY fXXMPANY RULE 

Among tlic European traders, in the da\ s of tlie Moguls, a 
proverb was current about the beauty and wealth of Bengal — 

‘ The kingdom ol* Bengal has a hundred gates open for 
entrance, l)ut not one for departure’.^ ^Vithin a few years 
after the English had won a resounding victory at Plassey 
in 1757, the prospeiity of liengal declined and the province 
became, in the words of die Court of Directors of the East 
India Company, ' a scene of'the most tyrannic and oppressive 
conduct that e\er was known to any age or country 

In the eighteenth century i nland transit dutie s were ('ol- 
lected from traders in Bengal, as in many other countries, 
but the East India Company was ex empte d from paying them 
hy a firman of the Mogul Bmperor. Shortly after Plassey 
the servants of tlie East India C^ompain claimed exemptio n 
f rom duties even for their private trad e, and defied the ofiiceis 
of the Nawal) Mir Kasim. It should be said to the credit of 
the Directors of the East India Company that tht'y un¬ 
reservedly denounced the practices of some of their servants 
who were establishing the reign of force in the ill-fated pro¬ 
vince.'* One of the few servants of the Company who now 
protested bitterly against the actions of his fellow servants was 
\Varren Hastings, who poured out his repugnance towards 
their conduct in a letter to Vansittart w^hom he called upon 
to take action against the English traders. He w'rote: ‘ Many 
complaints were made against our sepoys on the road, and 
most of the petty towns and serais (inns) were deserted on 
our approach, and the shops shut up from the apprehension 
of the same treatment from us Warren Hastings emphasized 

^ Bernier’s Answer to the Fourth Enquiry by M. Tlie\'cnot (See Ber¬ 
nier, op. ( //.). 

® Letter ol the Court of Directors to Bengal, May 17, 1761>. 

^ Letter from the Directors to Lord Clive, April 2G, 1765. 

Letter to Vansitlart, April 15, 1762. 
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llial no distinction should be made between their agents and 
the ' dependents of the government’. 

At this lime, not only were ihc natives the victims of op- 
picssicui I.))' some English traders but they were also harassed 
by certain Indian merchants who claimed to act on behalf of 
the company’s servants. They purchased the name of any 
young clerk in the company’s service and under that sanction 
Ijegan to plague the natives. The young clerks of the Com¬ 
pany now niad(‘ a fortune, were spending 1,500 to /'2,000 
a Year, ‘ were clothed in linen and fared snmptnonslv every 
day 

The Nawal) Mir Kasim repeatedly protested against the 
d isorgani/ation of trade in Bengal brought about by English 
t raxle rs, and complained ol the grievons i n jury done t^Bcngal 
manuiacture s. but, except for ^Varren l-Tastings and Vansit- 
tart, this only put up the backs of the members of the Calcutta 
{Council. The last two men had come to a reasonable un- 
•derstanding witli the Nawab, but their advice w^as turned 
down by the C'alculla Council. Mir Kasim now abolished 
all inland duties in order that his Indian subjects might not 
groan under that special disability. The majority of the 
Calcutta Council now declared that Mir Kasim had 
<;ornmittcd a breach of faith tow^ards the English nation. 
Mir Kasim replied by massacring some of his prisoners. 
The C’alcntta Council thereupon Joined Ixilllewith Mir Kasirn 
and defeated him at Gheria and Uda) -Nala, placing on the 
throne of this stricken province the old Mir Jalar. On this, 
as on certain previous occasions, many of the Company’s 
ofFiccrs and the Company’s troops received large bribes, in 
e ight year s the p resents and the indemnit y received by 
Englishmen were said to have amounted to ov er six millio n 
p^iUds.*-^ 

The classic criticism against these big exactions w'as pro¬ 
nounced by the high-minded statesman of the eighteenth 
century, Edmund Burke. He observed: ‘ In all other coun¬ 
tries the revenue following the natural course and order of' 
things arises out of commerce. Here, l^y a mischievous in¬ 
version of that order, the whole foreign maritime trade arises 

^ Verelst, View of Bengal,” quoted by James Mill in History of 
British India, V'ol. III. p. 293 (in foot-note). 

® Romesh Dutt, India under Early British Rule, 
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from the rt'veiuies; these are carried out of the countrx ^v ith- 
out prodiiciiii* anything to compensate so heav\- a loss 

An American writer. Brooks Ada ms, thinks that the wealt h 
that was d rained from made possible, the Industria l 

Revolution in Kimland . He observes: ‘ Possibly since the 
world began no investment has ever yielded the profit yielded 
by the Indian plunder.’ But it must be remembered that 
Brooks Adams cannot be said to have established beyond ques¬ 
tion the connection between the drain iiorri Bengal and the 
Industrial Revolution in England. 

rnD COMPANY 's POWER IN SOt FH INDIA 

I’he year 17.39. the ann/'s mirabilis in British history, saw 
gl orious successes for the Enulish forces in South I ndia also. 
Mohainined Ali. whose cause was championed \Sy the Eng¬ 
lish, made assignments of the r ^eniies of'ran jore , the granar x 

^Quth India, to his British creditor s. Ample testimony was 
liornc by a number of witnesses before a Select Committee 
of’ the House of Ckunmoiis in 1782 to the sufferings f)f the 
pe ople of the Sout h from t he incubus of the N awalTs EiTgl isli 
c reditors . Their extortir)ns were subjected to a scathing cri¬ 
ticism by Edmund Burke in his ' Speech on the Nawab of’ 
Arcot’s Debts ' On the plight of the people in these parts Sir 
Thomas Munro observed: "It would be more desirable 
that w^e should lie expelled from the country altogether ilian 
that the result ol’ our system of government should be sudi 
an abasement of a whole people’.*-’ 

THE DECIAV OE INDIAN HANDICRAl TS 

After the ri.se of British power, J ndiaii liandicra fts, w’^hicli 
had been famed the world over and formed an important 
souiT.e of income to some sections of the population, suffere d 
a sharp decline . But even before the rise of British power 
India had lieen predominantly an agricultural country so 
that the proportion contriliiued by industry to the national 
income was not very large. Nevertheless the handicrafts 
were important, for AvithoiU them the pressure on land woiild 
have been greath increased. 

Of the urban handicrafts tJie must important was the pro- 
d action of superfine cloth of a high artistic standar d. Dressed 

^ Burke, Collected Works. Vol. HI, p. 47. 

- India ReVorm Tracts—Tract VI. 
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in this cloth courtiers and officials could impress the people 
and likewise wdii praise from the Emperor. And this cloth 
was n oj^ on4’ beautifu l to look upon h ut extremely hard - 
wcarinu . Dacca was the centre of the famous muslin industry 
which was turnint^ out cloth of almost h -^ciidary perfectioi K 
( loth which could be compressed into a coconut or made 
to pass thiough a ring. A^uslin, though not so linely woven, 
was also lurn(‘d out in a few other places such as Krishnagar 
and Chunderee. Another important industry of Bengal was 
the production of silk cloth whicli was made at Malda and 
elsewhere. Kashmir and the Punjab were producing w<X)llen 
s hiiwls and carpets of marvellous durabili ty. C otton fabric s 
were turned out in a number of places. Some of the more 
important centres were Lucknow, Ahmedabad and Madura. 

Metal wor k w^as an important handicraft in a number of 
towns like Benarq s. Nasik, ' I anjoi ^e—centres of pilgrimage and 
consequently good markets. In the north-western parts of 
India, where the martial class predominated, ivory carving, 
the making of swor ds, the inl aying of armour with ivory or 
i ^old, were important occupations In the towns oi Kajputana 
superb stone carving was done and fine jewels made. 

A mong the craftsm en there was much division of lab our. 
I’he localization of the handicrafts was, howeverTTmperlect. 
In some towns the guild organization existed f or regulatin g 
production. Chiilds w^ere of two types: the merchant guil d 
and the ,craft guild. Whereas in the West the merchant 
guild ceased to be very important wffiile the craft guild be¬ 
came influential, in India the t wo types existed side by sid e. 
'Lhe merchant guild or Mahaian was of all the n^ r- 

c hants and bankers of a ci]t y while the a rtisans’ guild s (usually 
called Panch ) were associations of workers engaged in a part i¬ 
cular craft . A Aiahajan had a leader, the usually the 

highest personage in the city. Its funds were derived in a 
variety of ways such as the levy of a fee from new members, 
fees on bills of exchange, and so on. As in the West, the 
guilds also spent a part of their wealth on charities. The 
organization was demorrntic in but, as in England, 

it came to be rv^n<rr|||#»rl _hv oligarch y. I'he merchant 
guilds dete rmined the amount to be marketed , fi xed prices , 
s ettled trade custom s and i mposed their will even on non- 
mgnbers in the cit ies. 

Th e artisans’ gu ild levied no entranc e fee or reg ular sub - 
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scTiptio ii. S pecial siiI).scriptions were sometimes eollectecl 
aTidtlTe fines imposed oii recalcitrant members increased their 
resources. Like the English craft guilds these too r egulat ed 
wages . Ill c ase of di sputes they arbitrated . As in China 
they o riginated from below^ i.e. from tlie workers, not on 
account of the initiative of governing authorities. Here too 
there was a s\ stcm of apprenticeship . 

By COnirasl to England, ev en the villages in India ba d 
t heir guild s. The head of those organizations was usually the 
village headman hiinself 

The decay ol' handic rafts was due to a variety of factors. 
One important cause was the e clipse of the rov al court s which 
had been the chief sourc'e of demand for artistic goods. 
Though courts were relained by a few' monarchs they lost 
all their former splendour and were feel>le survivals from a 
glorious past. Their lustre dimmed, ihc ki ngs ceased to b e 
z calcnis patrcnis cT the art s. Ecjually important as a cause of 
the decay of Indian indiistries was the C hange in the taste s 
o f the official class brought out by the impact ol western 
civilization. The old dazzling attire no longer held the 
people in thrall; it ceased to he the unfailing inde-x of cub 
ture and civilization. Simplicity now became the mark of a 
gentleman. European s, who were now setting the tone of 
.society and lending the colour to it, i ntroduced iRwv patte rns. 
"T heir in discriminate patrona ge resulted in the influx 
s killcd workers into the domain of handicra ils and this ^spel t 
the doom of c|naiity , the of the Tndian industry. The 
ielrogresslon of the Kashmir shawl industry under Eiench 
infltieiK:e in the nineteenth century is a gcjcd illustration of 
this point. 

While the Ibiindations of the prosperity of handicrafts were 
thus Iiecomiiig precarious, an irretrievable disaster overtook 
them w'hen ^cheap machine-made product s from England 
flooded the Indian marke t. In the production of goods of 
ordinary quality the Indian handicraftsmen could not hold his 
own against the factory producer of the West. It shc^uld be 
remembered that there had been a time when the Indian 
producer had proved a rival to the English weaver even in 
the English market. The English Governmen t then levied 
p rohibitive duties to protect their iiidnslr v. 'Lhis could not 
have greatly altected the Indian w'caver. as his product was 
selling all over the world. But it s peeded up the coming of 
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iht* I ndustrial Revolution in Enjij:lanci and hastened the da y 
p r the rout of the Indian proHur er. 

While the Indian producer was^Fuggling h anti<'allv against 
gicming foreign competition the^^ ioveiiiinent of India gav e 
h im no assistan ce. W'hat was worse, i_p some p arts of the 
country the E <fet India Company imposed severe restrictio ns 
on the Indian weavers. Moreover,?t he speeding up of tK c 
c onstruction of railu ays after they had come under the Crown 
hastened theTlisapp^rance ofs t)mc industries already in decay. 

"riie nineteenth century al:^ witnessed the decay of the 
^^^ dian metal indu str>, largeIo wing to the free trade polic y 
of the Indian (joveirirnent. Such industries as saltpetr e, 
£» 1 ass- rnakino- and paper-mak ijig also suffered. 

The I ndian shippi ng industry was d iscouraged hy ma ny 
r estrictions imposed bv the Clourt of Directors : India, wliose 
ships liacl (jnce sailed far and wide, ceased to have a good 
merchant fleet. 

INDIA AND CONTEMPORARY ENGLAND 

The e conomic, chang es that were going on in Indi a were 
in di iecl contrast to those that were ta king place in th e 
England of that day. In England the early nineteenth cen¬ 
tury was a period wlien^r ities were in the makin g and people 
^vere deserting the countryside for the towns. Bui in India 
the decay of handicrafts had an opposite eflec l, too many 
seeking a livelilioocl Irom the soil. In England there was 
now a ^reat increase in corn production ; the large farm was 
w inning the day. In India the evil of sub-diyisiou of holdin gs 
was increasing. England now' became the^ w^orkshop ol‘ th e 
\ vorlcl ; her exports of manufactures went up by leaps and 
bounds w hile the import of raw materials expanded consider¬ 
ably. India now changed fr om the position of a supplier of 
finished goods to Europe to that of market for the man u¬ 
factures of the Wes t. Raw materials now became her chief 
exports. England too now' saw theA iecav of handicrafts , but 
that did not narrow' her wealth, as she w^as developing he r 
factorie s. On the other hand in India there was a hiatu s 
l ^.etwcen the decay of handicraft s and industrial develop¬ 
ment w hich meant mucli hardship for the people. In Eng- 
land ^ndustrial development ushered in the pnllrv 

of laissez-faire,^ In India the Government’s c ommercial polic y 
contributed to the country’s industrial decline. 
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KCONOMIC TRANSn’ION IN INDIA 

The expression ‘ Economic Transition in India ’ is used to 
denote both the economic decline in the early days of British 
rule and the development of industry and commerce in the 
later part of the British period. 'Ehe who le ol ‘ the British - 
p eriod was t hus one of transition in the Tn jian economy. 
Indian agricuTture focTwas experlFiicing some cTuuiges Thd 
they were far from spectacular. Jn the next chapter we shall 
consider the transition in agriculture during the British period, 
rhe comparatively recent development of* Indian industry will 
he treated in a later chapter and it will be compared willi 
the Indnstiial Revolution in England. 

Sl'MMAkV 

Hen^al under early (Company Rule :— 

Shortl) alt(‘r the Englisli victory at Plassev' in 1757 some 
Englisli traders claimed exemption from inland duties and 
began tf) harass ihe Indians. Tins was condemned by the 
Coui t of Directors of the Company and by Warren Hastings. 

Some servants of the Company receiv'ed bribes and presents 
and drained much wc'alth from Bengal. 

The (Unntuiny^s Power in the South :— 

In Soiitli India, M(}hammed Ali*s creditors were made tax- 
farmers and made heavy exactions. riiis was denounced 
by Burke. 

Peeny of Handu rails ; -- 

rhough India was predominantlv an agricultural country, 
handicrafts were a good source of income to certain sec¬ 
tions of* the population. Dacca was famous for its muslins, 
Kashmir for its shawls. Metal-work and the weaving of 
cotton cloth were done in many parts of the country. In 
the towns there were merchant guilds and craft guilds having 
functions similar to those of the medieval craft guilds in 
England. 

Indian handicrafts decayed because of the decline of the 
native courts, the impact of Western civilization which 
changed fashions, foreign competition, and the restrictions 
imposed by the East India Company on the Indian producers. 
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India and Contemporary Emrland :— 

England in the early nineleentli cciiuir\ was becoming a 
predominamly industrial nation and licr population was leav¬ 
ing the countryside for tlie towns. In India tlie reverse w^as 
taking place. 

C hi IFF Hates 

1757 - rhe Battle ol' Plassey. 

Mir jalar made Xawab of Bengal. 

1760—Mir Kasim. Xawab of Bengal. 

X'ansiltarij C-ompany’s (Governor in Bengal. 

1763 -Expulsion of Mir Kasim. 

1765 -Grant ol* the Diivani of Bengal, Bihar and Orissa 
to the British. 

Clive, Company’s Governor in Bengal. 

1767—Departure of Clive. Verelst, Company’s Cjovernor 
in Bengal. 

1770—The Ch eat Bengal Famine. 

1772 -Warren Hastings appointed Governor. 

1773— The Regulating Act. 

1774— Warren Hastings appointed Govei tior-General. 

1784— Pitt's India Act. 

1785— Resignation of Warren Hastings. 

1786— Lord Chirnwallis becomes Governor-Cxeneral, 



CHAPFER ITI 


TRANSITION IN AGRICULTURE—TRENDS IN AGRI¬ 
CULTURAL PRODUCTION 

l.OW YIKLD or l.ANl> IN INDIA 

Mf.th()ds of tillage in India during* the past fifteen hundred 
years li;u*e remained unchanged. Inhere, has l)een no agra ¬ 
r ian l evohiiirm and llie peasant has remained^ both dow n- 
t rod den and miserably pr> f>i\ l“he areiTTiriHer the plougl i 
has inc reased, irrigation lias been extended, improved varieties 
ol'crops Ijave spread, commercial crops have increased in im- 
poriaiK:e, market gardening has developed in a few areas and 
agric:ultural marketing has l>een improved to some extent. But 
all this has not effected any fundarnentalchange in agricultu re, 
wliich still presents a spectacle ot small and scatterea iiolding s, 
unenclose d and inadequately man ure d field s, c rude irnpl c- 
nients of c ultivalicm and c attle orpdoFqualit y. 

I he agricTuirural dcpartrnerits of the Government have car¬ 
ried out considerable research, but the agricultural oxgairiz a- 
tion of the country h as not been so changed as to make the 
fr uits of these experiments available to the peasan t. 'FIle 
pedant, on the other hand, has t oo small a holdi ng an d too 
s lender an income to take the i ni tiative in adoptini !: new ways 
orfarmi ng. TnWestern countries the promotion fir^scacnlThc 
agriculture ’ was preceded by a change in agricultural orga¬ 
nization; such as the enclosure and consolidation of holdings, 
the elimination of fallow, the introduction of machines. In 
Iiidia the attempt has been made not ‘ to compress the two 
phases into one’, as Dr. V^era Anstey remarks, but to go 
ahead with the fostering of scientific agriculture without 
bothering about any radical change in agricultural 
organization. 

Clompared with other countries the yield of many crop s has 
been very low . Of the two principal food-crops, rice and 
wheat, whereas the yield of the former in India decreased 
from 983 lbs. an acre in the period 1909-1913 to 728 in 
1938-1939, the yield in the United States, over the same 
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period, rose from 1,000 to 1,469 and in Egypt Iroin 2,119 lo 
2,133. Wheat tells a similar tale. Despite the progress made 
in rec ent years the yield of' cotton has been low as compared 
with that in Egypt, the United States and even C^hina. India 
has compared ill with Hawaii, Java and the l.hiited Stale's 
in the production of sugarcane. 

The view has been sometimes advancc'd that the l ow yield 
is the oi Ucc^me of a p rogressive dete rioration of the scjil. The 
y ield pf fbocT.grai ns d ecreas ed in certain perioefs" as a result 
of the taking up of inferior lands f or cultivation and the dis- 
ip lacement of food grains from tlie b(;st lands by commerc ial 
crops. In the Dec'can, l)etwTen 1840 and 1870, huge areas 
of w^aste land were brought under the plough. ‘ The fact is 
wrote Dr. G. E, Keatinge, in 1912. ‘ cultivation has already 
extended to po('>rer land than is desiral)le; and a diminution 
in the cultivated area is to be wished for rather than an in¬ 
crease. The good lands are far from being fully developed 
or worked. Many of them are in such a state that they 
produce little or nothing’.’ As regards soil deteriorcition, 
opinion has been divided. Some hold the view that the soil 
in many areas reached a condition of maximum impoverish¬ 
ment perhaps many decades back. The Royal Commission 
on Agriculture pointed out in 1926 that settlement reports 
revealed no piogressive soil deterioration. Perhaps the 
most authoritative opinion on this matter is expressed by 
Dr. \V. Burns in his note on the " Technological Possibilities 
of Agricultural Developmcmt in India’. ' Judging from the 
results of over 5,000 manurial experiments in India and the 
variability in the. yields of no-manure plots *, he writes, ‘ it is 
probable that in most parts of India seal fertility is stabilized 
at a comparatively low level. There are, however, indications 
that improved varieties with a higher uptake of nutrients may 
depre.ss this level still further’.- It must be remembered in 
this connection that in C4iina where the soil lias been as much 
taxed as in India the average yield is higher. This does not 
prove that low' yield in this country is not the result of soil 
deterioration, but only stimulates other approaches to the 
problem, 

’ Rural Economy in the Bojnhay Deccan (1912), p, 49. 

- Op. cit., ]j, \'ii. 
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THE SUB-DIVISION AND FRAGMENTATION OF HOLDlNCrS 


The c |iicr caus e for low produclivity lias been the sub ¬ 
division and fragmentation of holdin gs, an evil which became 
serious in certain areas even in the nineteenth century and 
lias since grown in magnitude. About 1870 the Madras 
Board of Revenue observ^ed, ‘ The sub-division often proceeds 
to sucli an extent tliat the holder is a man of no sulistance, 
gaining his livelihood almost entirely by day-labour. When 
misfortune comes he is ruined at once and his land is sold in 
arrears.’ A nurnlier of surveys carried out in different parts 
of the land, at different periods in the present centur\\ re\'eal 
a similar situation. Dr. Mann gi\es the following informa¬ 
tion about a village in the Poona district. 


Year 

1771 

1818 

1820-1840 

1915 


Average size of holding 
40 acres 
17J 
14‘ 

7 „ 


Thirty years ago Dr. (i. F. Keatinge cited the I'act that in 
Gujerat fields of an acre were sometimes dismembered into 
eight or nine separate plots, and even fields of less than one 
acre were divided into as many as 25 separate plots. In 
many places it seemed, even early in this century, that frag¬ 
mentation had almost reached its possible limit. In the 
course of four decades, betw^een 1904 and 1944, the number 
of holdings in the Bombay province has nearly doubled 
(from 12,72,102 it has gone up to 22,91,415). 

The position in parts of Madras is revealed by tw'o surveys 
one undertaken by Dr. Gilbert Slater in 1920 and the other 
by Professor P. J. Thomas and Mr. K. C. Ramakrishnan 
twenty years later. The former survey showed the existence 
in a number of villages of v ery small fragments in w^hich it 
was not possible to turn a ploug h, though the evil dicf not 
seem to be as bad as In the United Provinces. The resurvey 
showed that the position had worsened in the course of two 
decades. The average size of a plot in wet lands W’as less than 
one acre and in dry lands about two acres. Fragmentation 
was t he rule in many village s. In one village l7b ryots ha d 
1.027 separate plots scattered in different.. places, in ffve 
fpvpniip Hivisinns. 75 per Cent of the plots beinp- less than 
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two acres each . 'J’he authors of the resiirvey reported: " The 
system of Parivarthanai^ or voluntary exchange of lands to 
secure coutiguons plots, has become a mere memory'.’ 

The followin'!- table i^ives the si/.e of the avcrat^c holdin.i^s 
in clifTcrent parrs of India: 

State Average holding in acres 


Bc'nibay 

12-2 

Punjab 

9*2 

Madhya IVadesli 

IP 5 

Madras 

4-9 

Bengal 

3- 1 

Bihar and Orissa 

3‘ 1 

A'^sam 

30 

Uttar Pradesh 

■ 5 


The majority olTioldings in the c ou ntry are of st ill sniall er 
s ize In 1945 the provincial governments TjiT()rmc(l the 
Famine Enejniry Commission tliat there was a ‘ tend e ncy;^ in 
all provinces to progressive fragmentation o f holdi ngs? 

Besides jhc< laws and eustoin s govern in? i iiEeritancc of pro¬ 
perty, the pressure of populatio m the^a bsence of a diversi ty 
of occupations for the cultivamrs. l ack^of credit facilitie s or 
c: apital necessary Jbr anv one heir t o l.)uv the shares of ancestr al 
property obtained by his co-heirs ^regular extension of cu lti¬ 
vation over waste land and the^s ociai prestige w hich mere 
o wnership of land brin gs, have been the factors causing a 
worsening of the evil. 

The pr evalence of fragmentatio n has beem the grcalJiar to 
the mechanization of Indian airricultu re. Efforts made in 
Madras to adopt machines for ploughing proved a dismal 
failure in the nineteenth century. About 1863 a group of 
* amateur enthusiasts ’ embarked on the cultivation of about 
350 acres near Saidapet with steam ploughs and harrows, seed 
rlrills, threshing machines, winnowers and chaff-cutters. But 
though tliey pcrsey^cred until 1871 there was no noteworthy 
result. The Indian Industrial Commission pointed out in 
1018 that power-driven machinery could be largely employed 
in India in connection with agriculture only to pump water 
for irrigation from wells, tanks and water-courses, to drain 

^ P. J. Thomas and K. G. Ramakrishnan, Some South Indian Villages — 
A Resurvey, p. 340. 
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low-lying gRjnncl and water-logged soil, prepare crops I'or 
the market in the most profitable form and pre^^are mate¬ 
rials I'equired in agriculture such as bone meal for manure 
and crushed or chopped cattle food. In the ’twenties much 
interest was shown in agricultural motor tractors. But in 
several areas they were of no use for deep ploughing and the 
cost per acre was beyond the means oi' most of the land¬ 
owners.^ Mechanical cultivation is still only in the experi¬ 
mental stage thougli in certain parts tractors ha\ e been used 
to eradicate deep-rooted weeds, to i:lear land originally under 
jungle and for anti-erosion work. The biggest experiment 
in mechanization is found on the estate of the Maharaja of 
Jodhpur. 



[Courtesy: Messrs Larsen & Toubro. MadrasJ] 
Reclamation of Land 


In J946 the Ministry of Agriculture acquired 200 used 
hcavy*7ractors fro m the American Army disposals and starteid 
work on land reclamation. The Central Tractor Organiza - 

^ Report on the Moral and Material Progress of India, 1923-1924, p. 158. 




282 


ECONOMIC HIS IORY OF ENGLAND AND INDIA | PT. 11 


tion, i'oriTied in 1947, has i ntroduced mechanized agric ulture 
into parts of weed-infested land in the C'entral Provinces, 
Madhya Bharat. East Punjab and the United Provinces. 
‘ Over several thousands of acres of land reclaimed in the 
Central and United Provinces.’ says Indian Information^ 
‘ stand rahi crops whic h average 1,200 lbs. an acre as against 
400 lbs. in other areas. In some plots the yield is 1,500 lbs. 
on land which has no manure and no inigation 


PARIIAL COMMERClALlZA'nON OF AGRICULFCRE 

One of the chief trends in Indian agriculture during the 
last one hundred and fifty years has been the spread of coin - 
men ia I crop s. riie tendency was p romoted bv the extensi on 
o f initiation faciliti es, tlie Co nstruction of‘ railway s, which 
broke the economic isolation of the country and made possible 
the specialization of certain regions in some crops, till? increas- 
Ing ^ J rnnpey and the Clevelopment of mill industr i(\s 
after the middle of* the nineteenth century. According to the 
Famine Commission ot* 1880 the area under food crop for 
Britisli India (including Burma) was 168,250,000 acres and 
for non-food crops 21,500.000 ac res. In the last quarter of 
the nineteenth century and the first decade of this century the 
pioportion of the area under commercial crops incrc^ased as 
is shown by the following figures: 

Percentage of tlie area under crops to the total 
gross cultivated area in British India 


Average Average 

: 1890-1891 1895-1896' 1900-^li)0r!lTO5-1906.. 

to to to j to 1912 

1895-1896 1899-1900 i 1904-190511909-1910 

Food grains 
Oilseeds 
Jute 
Cotton 


81-5 

81 0 

80-2 i 

79*5 

78-2 

6*0 

5 • 5 

5-7 ! 

5-4 

6-5 

1-0 

1-0 

1-1 1 

1-4 

1-4 

4*6 

4*4 

5-1 1 

5*7 

60 


Early in this century, in his report on prices^Datta pointed 
out that food-grains had been displaced in some of the best 

^ Indian Information, April ir>, 1949. 
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lands by commercial crops and diis accounted for the decrease 
in the average yield of food crops. He also reported that 
‘ the improved standard of living among the lower classes, 
as a cause of the rise of prices, has manifested itself largely 
in the tracts which grow jute and cotton and wheat’.’ 

The tendency to the spread of commercial crops became 
m ore marked in the inter-war period, especially in British 
India. Between 1915 and 193v5, while the net area sown in 
British India increased by 8^1 million acres, the increase in 
food crops was only 4*13 million and that under non-lbod 
crops was 4'96 million acres. The all-India acreages during 
the inter-war period are given below: 


1920- 1921 

1921- 1922 
1924-1925 
1930-1931 
1935-1936 
1940-1941 


Area in million acres 


Food crops 
(major food grains) 

'l43-6 ' 

158 • t) 

154'1 
154'5 
153*2 
155-4 


Non-food crops 

53*7 
48-6 
56*8 
56'6 
56'5 
58'6 


India has been o ne of the world’s leading producers o f 
commercial cro ps. In 1950 they c overed about a fifth o f 
t he total area under cultivation in India and fo rmed the bulk 
o f her expor ts. Recently there has been a diversion of 7'4 
million acres from cereals to cash crops, which means a fall 
in cereal production by 1 *8 million tons. 

India is the biggest producer of the commercial crop tea, 
and she grows large cpiantities of coffee and rubber. These 
crops will be considered in a later chapter. 

We now turn to the production of the principal commercial 
crops, cotton, sugarcane, jute, oil-seeds and tobacco. 

Bombay was the first province to produce bulk supplies 
of Indian cotton . The E ast India Company made effort s 
to i ntroduce the cultivation ot American cotton Into Indi a 
without much successT A Committee which reviewed these 

^ Report on the Enquiry into the rise of Prices in India, p. 77. 




284 


KCONOMIC HISTORY OF ENGLAND AND INDIA [PT. II 


attempts in 1860 ol)served, ‘They began in 1788 and have 
cnntinned almost nninterruptedly for 72 years, at a total cost 
ol’ not less than 35 lakhs of rupees, and their efforts with one 
exception (Dharwar) may be regarded as having resulted in 

signal failure. It is a remarkable fact that during 

this lengthy period, while all large experiments have failed, 
small trials conducted luider the immediate supervision of 
their promoters have l)een reported as successful. It is there¬ 
fore evident that exotic cotton will grow' in India, if properly 
managed; and the causes of failure wall be found elsewhere 
than in the suggested unsuitable character of the soil and 
climate.’’ However, only the Dharw'ar acclimatized variet y 
increased. Tlu* inc rease was marked between 1847 and T?T72 
and then the area fell off. The following table gives the 
acreage under American cotton in Bombay during this period: 


Year 

Acres 

1847 

25,502 

1858-1862 

216,909 

1868-1872 

317,780 

1873-1877 

191,640 


I’he Indian cultivators did not grow this cotton to any 
considerable extent sinc e they were more risky to grow than 
the indigenous varieties. 

The period 1 861-1863 was one of boom for the cottc jii 
grow er. As the American Civil War cut off the supplies of 
raW' cotton to Lancashire, the British industrialists turned to 
India. The Government nenv helped the agriculturist by 
starting cotton farms to improve the quality of Indian cottc:)n 
and also pushed railway construction ahead more rapidly. 
I'he average value of cotton export s from the port of Bombay’ 
shot up from Rs. 207 l akhs in the decade 1850-1860 to 1,716 
l akhig in the next decade. The boom was short-lived aiid 
in the ’sev'enties the average value of cotton exports came 
dow'ii to Rs. 1,043 lakhs. 

A significant development in cotton growing in the early 
\*ears of this century' was the s pread of the Cambodia cotto n 
in Madras . From 40 bales in 1906-1907 production rose to 
1,605 bales by 1909 and next year it bounded upward to 
7,500 bales. T he American variety spread l ater to parts of 
th e Punjab and Sin d. 
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The produciion ol American cotton in India increased from 
411,000 bales in the period 1922-1927 to 1,791,000 bales in 
1943-1944. 

Shortly after the cjiitbreak of the First W^orld War cotton 
exports fell and the area under cotton contracted to 17*7 
million acres, the lowest record for the entire period between 
1911 and 1943. But in 1916-1917 prices rose and the area 
under cotton increased by 7*6 million acres. In the post¬ 
war period, cjwing to the stimulus of high prices, the area 
under cotton expanded until in 1923-1926 it reached the peak 
o f 28* 3 million acr es. Fhe expansion ceased with the onset 
of the world depression in 1929. Recovery began only after 
1933. During the Second World War the loss of the Japa¬ 
nese market and the ‘ Clrow More Food ' campaign brought 
the area fl own to_l8i-8 million acre s. Fhe raw cotton pos i- 
don has b ecome diflicult since the partition of the sub-co n¬ 
ti nent deprived India of ample suppli es. 

In 1922 the Indian Central Cotton Com mittee was esta¬ 
blished and as a result ol its efforts thene has been a great 
increase in the g rowtli of the long-stap led and medium - 
s tapled cotton as well as iTJmprf^y f^d yam ties. The follow¬ 
ing ta])le shows the increase in the long-stapled, medium- 
stapled and short-stapled cotton: 


Indian Cotton Crop (1,000 bales of 400 lbs. each) 

1934-11^”" 1 937 -T 9 S 1 1938-1^ 


Total 

4.657 ! 

1 4.838 

3,663 

5.120 

1.0ng Staple 

11 ! 

1 31 , 

34 

72 

Medium Staple 

1,336 

1,204 : 

1,719 

1,801 

Short Staple 

,3,310 

3,613 1 

3,888 

3,247 


By the beginning of the Second AVorld War there was still 
much scope for increasing the area under long-stapled cotton. 
Of the prospect of its increase Dr. Burns remarked, ‘ There 
appears to be no reason why most of the 686,000 acres 
(1942-1943) under American cotton in Sind should n<3t be 
under cotton of 1 inch to Ij^, inch staple’. 

From 17 6 p er cent of the total area under cotton in 1925- 
1926 the a rea iind f"’ i ncreased to 19*2 

per cent in 1938-1939. The following figures show the im¬ 
provement in the yield: 
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Average yield of lint 
(lbs. per acre) 

96 
108 
115 

riie improvcmciit in ilic > ielcl h as ik ^. brough t abou t any 
c hange in the rebM b'^^ pmii if^Ti of In dia amQng^:ot£?jn -gr()wing 
countrie s. * 

Sugarcaiie is anothei* crop vital to Indian industry. In 
the th ird decade oi the nineteenth ceiitnr v Mauritius canes 
were introduced into the country by Captain Slceman These 
thick canes are now grown only on a limited scale. The 
area under sugarcane, which in 1884-1885 was about 1*3 
million acres, increased to three million in the course ol the 
next eight years and then did not exceed that limit for the 
next forty years. Towards the close cT the nineteenth century 
sugarcane was afflicted by' disease and the cultivators incur- 
recl a heavy loss. Then Dr. Barber was summoned to the 
rescue from the West Indies. He was able to select disease- 
resistant varieties and grow them with such success that ‘ the 
w hole current of Indian agricultural science was set for man y^ 
ye ars in the direction of plant breeding or genetic s ^ 

T’he labour of Dr. Barber and T. S. Venkataraman at the 
Coimbatore cane-breeding station between 1912 and 1946 
increase d appreciably both the quality and yield of suga r¬ 
cane . The Clo imbatorc canes now cover about 90 per c ent 
of tile total area under cane in the country^ The all-India 
average outpu t of cane per acre is now 15 Ions as atrains t 
10 betbre tlie introduction of the Coimbatore varieties . Some 
of the indigenous varieties used to give only six tons and they^ 
w'ere the poorest in the world. Some of the Coimbatore 
varieties yield about 30 tons. A modest estimate puts the 
money value of this increase to the Indian cultivator at 
R s. 15^nx>rc s?^ 

In the period between 1 935 and 1948 the yield per acr e 
decreased in the United Provinces, Bihar, Bengal and the 
Central Provinces; on the other hand the yield went up i n 

^ Sir John Russell. Report on the work of the Imperial Council of Agricultural 
Research in applying science to crop production in India, 1937, p. 1. 

® ‘ Sugarcane Improvenieni in India \ in Indian Farming, October 
1946. 


Year 

1922-1927 

1932-1937 

1940-1941 
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\Conrtesy: Director, Cane~hrceding Imtilnte, Coimbatore.] 
Impro\'e(l Variety of Sugarcane 

iba\^ Madras and Mysor e, riie tropical climate of 
-:Ti India is more suitable ibr cane growing than the sub¬ 
tropical conditions of north India. 

The present al l-India average of’ 14 tons c ompares un¬ 
favourably with 75*4 tons for Hawaii, 56*20 for Java, 41*14 
for Peru, 28*4 for Puerto Rico, 28* 7 for Florida and 20*6 for 
the United States. But in the B ornbav-Deccan yields of 4Q_ 
audJjO ton s have been secured from ’ plant' cane, i.e. cane^ 
planted in January and getting one mojis^pp n. while adsalj . 
cane, i.e. cane sown in June and having the blessing o f two 
monsoons, has yielded 70 to 80 ton s. In 1934, as a result of 
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llie cDiripetitioii held l^y the Maliarashtra Chamber of Com¬ 
merce, over 100 tons were actually obtained on three of the 
competing farms by high manuring and liberal watering. 

From 11 • in 1984-193') the percentage of sucrose conten t 
went up to 12’62 i n 1944-1945, but in this race also India 
still brings up the rear of the sugarcane producing countries. 

As regards the area under sugarcane, it must first be pointed 
out that the statistics are fairly reliable only with regard to 
the temporarily settled areas. But since the cane acreage in 
the permanently settled tracts is only a small percentage of 
the total cane area of the country the statistics given by the 
Ministry of Agriculture are, in the main, useful. Shortly 
alter the grant ol protection the area under sugarcane in¬ 
creased strikingly. In 1 936-1937 it was 3’8 rn illipy^ 
as against 2*4 million in 1930-1931. T he fixation in 1936 
by the governments of the United Provinces and Bihar, of 
m inimum prices fo r cane bought by the factories, provided a 
good incentive to the expansion of the acreage. But imme¬ 
diately after 1936 the price of sugar slumped as a result of 
feverisli competition among the factories, and the inevitalile 
shrinking of acreage followed. The trend was reversed in 
1939-1940, when despite the overproduction the cultivator 
got a good income. x\ext year surplus cane had to be burnt 
since the governments of the United Provinces and Bihar fixed 
production quotas for the factories to avert a glut in the sugar 
market. This had an adveiTie effect on cultivation and there 
was a drop of one million acres in the area in 1941-1942. 
During the other years of the Second World War there w’ere 
fluctuations in the area and in 1948-1949 it stood at 3*6 
million acre s. 

' Between 1940 and 1950 the share of the United Provinces 
and Bihar in the cane area dwindled from 75 *6 per cent to 
67*5 per cent, that of Bombay rose from 2*34 to 4*60" of 
Hyderabad from 1*18 to 2*57, and Madras from 3*19 to 
6 ' 10. Since the yield also fell in the sub-tropical regions and 
increased in the tropical parLs, the decrease in sugar produc¬ 
tion in the United Provinces and Bihar and the increase in 
the south were more than proportionate to the change 
in acreage. 

Until 1942 the United Provinces and Bihar governments 
fixed a flat rate of cane pric e w- hich bore a definite relatip n 
to the prevailintr market price of suga r. Between l^i42-aad 
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1 947 the can e price was first fixed and the sugar price wa s 
pegged o n it. As regards the price after that date, ihe TarifF 
i^oard,TvTiit^i in 1950 enquired into the grant of protection 
to the sugar industry, remarked that the prices fixed were 
considerably abo\'e the reasonable prices recommended by 
the Sugar Commission to the Governments. ‘ The present 
procedure for fixing minimum price f(^r cane is unsatisfactory,’ 
it observed. ‘ and should l)e replaced by a more rational pro¬ 
cedure which should be based, as far as possible, upon authen¬ 
tic economic data,’ It suggested that the price fixed should 
giv^e tlie grower a higher remuneration than what he could 
secure by producing giir and that the sugar-mills should enlist 
the active co-operation of the cane-grow^ers by advances in the 
shape of improved seeds and manures and provision of irri¬ 
gation facilities and better means of communication, 'rhe 
absence of an organization for carrying out a chemical ana¬ 
lysis of cane prevents the practice that has been adopted in 
other countries of paying for cane according to qucility. The 
TarifT Board suggested that better qualities should be pro¬ 
moted l)y the olfer of a suitably higher price. 

Before the Partition India had a monopoly of r aw^ jute, the 
other very important commercial crop. The production of raw 
jute greatly iiicreaspd iiL ^iie-lasr thirty years of the nineleent h 
c entury and the v alue of its export s went up I’rom Rs. 2,63,66,466 
in 1876-1877 to Rs. 26 83,86,810 in 1906-1907. In the present 
century the acreage^4iow'ed man\’ fluctuations and in 1 940 - 
1 941 it was 4• 4 million acre s. In the ’thirties there was a 
great fall in the price of raw' jute. Pciddy is the alternate 
c rop to jute and its p rice has an influence on the lutc acreag e. 
Fifty per cent of the ^reage came under Improved variet ies. 
The divisio n of the sub-continent de priv^ed India of 73 pe r 
cent of the pite area and made the raw jute problem a aif- 
ficult one. During the l ast two years the area under ju te 
has nearly doubled and is now about 14*5 lakh acr es. The 
production in 1951-1952 was 46*8 lakTi bales ^ while the jute 
i ndustry of India required nearly 72 lakh bale s. In 1952- 
1953 46*9 lakh bales of jute were produced as against 20*7 
in 1948-1949. The taygigt fixed by the Planninif Commission 
which is to be reached at the end of five years is 53'9 lakh 
The chief area of cultivation is Bengal, the other 

1 1 bale=4001bs. 

B 
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parts where it is grown being Assam, Bihar and Orissa. At¬ 
tempts are now being made to extend cultivation to South 
India. 

Among the measu res that have been adopted by the Gov¬ 
ernment t o make India sclf-sufricienl in jute have been the 
d istribution of fertili/ers, the 5 )ristruction of retting tank s, 
the est ablishment of seed multiplication farms , and the gran t 
of interest-free loans to cultivatr 7rs^ Jiit^ growers have re¬ 
cently been advised to extend cultivation to fallow lands and 
to grow an earlier jute crop. 

We next turn t o oil-seeds, in the production of which India 
leads the world. Si x per cent of the net area sown in the 
country i s under gronndnuJ s. 'Fhough i ntroduc ed into 
I ndia in the sixteenth century , they did not spread to any 
notable extent Irefore this centiu’y. In 1900-1901 the area 
covered by them was less than 306,000 acres, the production 
122,000 tons and exports 12,000 tons. The area increased 
three-fold by the beginning of the First World War, and 
shrank during the struggle, as a result of the contraction of 
exports to Europe. After the armistice, the price in the 
United Kingdom rose to /'50 a ton. Indian exports now 
went uf) and the area under cane increased considerably in 
the inter-war years, though there were some fluctuations. By 
IQiii the a creage was thirty times what it had been half a 
century ago. 

Groundnuts were first grown mainly for export, and of 
the total production a high percentage was exported during 
the early years of this century. With the gradual growth of 
home demand the percentage exported decreased. As the 
European demand for groundnuts is mostly for the purpose 
of extracting oil and using it for both edible and industrial 
needs, the demand for it is determined by the relative prices 
and supply of a number of vegetable f)ils, marine oils, animal 
fat and butter. 

Groundnuts have been grown in many different parts of the 
country. The yield, though greater than that in the United 
States, Senegal and South Africa, has been below that in a 
number of countries such as Mauritius, Argentina, vSpain and 
China. 

Of the internal demand, 10 per cent is used as seed, 50 
per cent for edible purposes, 21 per cent for Vanaspati and 
seven Ibr the soap industry. In recent years the demand has 
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increased because of the shortage of artificial manures. The 
per capita consumption is only eight lbs. per annum as against 
a minimum requirement of 45 lbs. and hence effective steps 
are necessary to enhance production. 

In 1938-1939 about 6*7 per cent of the area was under 
improved varieties. New varieties have been tried in a num¬ 
ber of places and those produced in Madras are suitable for 
many parts. I’hey are expected to give at least 20 per cent 
over the existing varieties. 

The other important oil-seeds are l inseed and castor seed . 
For more than half a century India has been holding the 
se cond place amoim the linseed producing and exporting 
countries of the world, being surpassed only by Argentina. 
Early in the present century it had only the third position i n 
point of area a mong the Indian oilseed crops , but it was more 
lar gely exported tha n the others. Between 1898-1899 and 
1903-1904 the exports ranged from 5,000,000 to 9,000,000 
cwts. Between 1911 and 1921 there were pronounced fluctua¬ 
tions in the area owing largely to the vagaries of the weather. 
In the ’twenties the area decreased. This trend was reversed 
between 1934 and 1938. In 1937-1938 the area under lin¬ 
seed was 950,000 acres. Again there was a fall and in 1941- 
1942 it was 825,000 acres. 

The i nternal demand was mainly f or seed and not for the 
fibre, and the seed was used largely for oil extractio n and to 
a small extent f or edible purpQ scs. It d epended usually o n 
the price of groundnut oil , w4iich was t he rival to linseed o il 
as an adulterant of mustard oil. Both the internal and ex- 
ternal demand have been unsteady, the latter depending on 
the relative prices of Indian and Plate linseed in the London 
market. As regards price, in recent years American buyers 
have preferred Bombay Bold to the Calcutta Small seed, but 
the premium of Bold over Small has been inadequate, con¬ 
sidering the much higher oil content of the former. Near 
Calcutta the milling nf linseed is an industr y of some im¬ 
portance and this gives an advantage to the small seed 
producer. 

Improved strains of linseed have been evolved at the Im¬ 
perial Agricultural Institute and by the United Provinces’ 
Department of Agriculture, but no single improved variety 
is grown on a large scale. 

Castor-seed has an important place in the world’s supply 
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and trade of oil-seeds. The oil is used not only for m edicin al 
purposes, but also as a l ubricant in the textile industry, lor 
preserving leath er, i lluiriination and manuring sugarcan e 
and tea . 

The earliest period (or which separate figures for castor 
are available is the quinquennium from 1920 to 1925, but 
the figures exclude estimates for the mixed crop in the United 
Provinces for which there are no reliable data. In 1920-1921 
the area was 1 ,345.000 . In recent years it has fallen by about 
100,000 acres. The decrease in Madras is accounted for by 
an increase in the demand for groundnuts. At one time Ind ia 
was the world’s premier castor-seed-producing land, but it is 
now' s urpassed by Brazi l. Hyderabad and Madras are the 
principal areas ol Dioductip n. 

Improved strains have been evfdved in recent years es¬ 
pecially in the Hyderabad state and it is estimated that by 
their use the average acre-yields could be raised by 10 per 
cent and the oil-content by three per cent. 

^ Recently the area under oil-seed s has risen fro m 23'6 mil¬ 
lion acres in 1949 to over 26 mi llion acres in 1931. 

I’hc other important commercial crop that remains to be 
considered is tobacc o. In the nirjetppnth rpntnrv about 1,700 
scjuare miles came under the tobacco crop, more than half 
of which was in Bengal. In this century the acreage has 
fluctuated. After 1935 an upward trend began, and in 1941 
the a creage was 1,126,00 0. Very recently there has been 
some increase in tobacco production, but it has not been 
significant. 

Indigo and ^pmm/ Important crops in the nineteenth cen- 
turys have now cfv^dled to insignificance. In the eighteenth 
century the East Ind ia Uninp anv promoted indigo-growin g 
m ^<^ gal. By the middle of the next century the industry 
migrated to Tirhoot and the United Provinces. India now 
became the premier indigo-producing country of the world. 
Towards the close of the nineteenth century indigo growing- 
fell on evil days when German laboratories began to pro - 
duce it on a fflmmerci al scale. Indigo exports decreased in 
the early ySrs of this century. The area under indigo fell 
from 268,000 acres in 1911 to 65.000 in 194 1. 

The opium industry began to declin e when in 190 7 the 
Government of India sto pped all exports to China under an 
agreement concluded wdth that country. A policy of con- 
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trolled internal consumption was also adopted. The area 
under various drugs and narcotics contracted from 405,000 
acres in 1916 to 1 95,000 in 1937 , 

FOOD PRODUCTION 

Next we should consider the two chief food-crops, rice and 
wlieat. The variations in rice acreage have not been con¬ 
siderable. In the present century the acreage in British India 
ranged from 64■ 3 million acres in 1927-28 to 70*4 in 1942-43. 
Recently the rice acreage of the Indian Union has fluctuated 
around 60 million acres . The fluctuations in production 
have been greater and have been the r esult of rainfall , flood s 
and iiistrct pest s. I’lie yields have varied from place to place 
and from piw’ince to province. O nly 10 per cen t of the 
rice area has come u nder improved varif>tif*s_ 

The wlu^al acreage too has not shown great fluctuations. 
In 1911-12 the acreage was 25 millions in British India and 
in 1942-43 it was only 25 9 m illions. Production variations 
have been more pronounced. Between 1922 and 1927 there 
was a decline followed by an upward trend. Unlike rice 
growers, wheat producers suflered greatly because of exces¬ 
sive production in certain foreign countries. In 1930 there 
was a great fall in prices. At the Crop Planning Conference 
in 1934-35 it was declared that India should not raise more 
than 91 million tons a year. But India now produces in- 
sufFicient wheat and in 1948 had to i mport about 1.4Q5.QQQ 

a rea is now under improved varieti es. It is i rrigation which 
makes the greatest difference to the yield of w heat. 

In the thirty years from 1911-41, while the pop ulatio n in 
British India i ncreased by about 70 millio ns, foodproduction 
by about 10 niillioii tons. 

I n 1947-48 the total production of food grains in India was 
42-3 million t ons. In the two years 1948 and 1949 India 
spent on food grain imports Rs. 2,700 millions. 

MARKET GARDENING 

Fruit and vegetables still do not form a valuable part of 
the diet of the masses in India. Even by the ’thirties the 
cultivation of fruit and vegetables was little developed. In 

* Ten millions, or one hundred lakhs (of rupees), 
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a few areas like Peshawar, Quetta, Kangra and the Kulii 
valleys in the Punjab, the Kumaon hills in the Uttar Pra¬ 
desh, the Karkan district of Bombay, certain parts of the 
Madhya Pradesh and Assam, cultivators have derived their 
income largely by growing fruit. The Royal Commission on 
Agriculture mentioned as obstacles to the spread of mar ket 
gardening, the lack of any tradition of liorticultu re among 
cultivators, inadecuiac.v7)T ca^a f, tK e length ol' time require d 
to bring the fruit to bearing , the laclTof expert advice a nd the 
clii ncultv of obtaining; varie ties suitably to lo cal conditions. 
Since 1933 agricultural departments have been giving more 
attention to horticulture but the results achieved are still far 
from impressive. 


THE MANURE POSITION 

An i mportant cause of the low yie ld in India has been the 
unsatisfactory state of manurin g. The most co mmon sourc e 
of manure is th e farmyard . In 1893 Dr. V7)elcker deprecated 
the use of cpw dung as fue] , but there has not been any 
improvement in this matter. Now 40 p(*r cent of it is used 
as fud and 20 per cent is lo st. I’hc chief deficiency of the 
Indian soil is l ack o(' nitroir en. Even if the whole of the 
farmyard m anure is used the amount of nitrogen available 
will be only a third of the requirem ent. 

C ompost product ion is now only seven per cent of tj ie 
c ountry's capacitA \ In 1948 the Indian Cxovernment appointed 
a committee to prepare a scheme of production and start 
propaganda. Recently a drive has been launched. 

Green inanuriiu* has been pushed in certain irrigated areas 
of fiombay-Deccan and has proved highly effective. Recently 
the (yovernment has been encouraging the growing of green 
manure crops in the fields themselves.^ 

Oil-cakes have been widely used as manur e, but there can 
be no great expansion in their use as they are an importa nt 
cattle-fe ed. The nitrogenous contents of oil-cakes is esti¬ 
mated to be T 5 per cent to seven per cent of India’s 
requirements. 

'The cultivator has had a strong prejudice against the use of 
bones and fish and night so il. But recently they have come 

^ Document on “ (Government’s Food Production Schemes ” submitted 
to the Indian Constituent Assembly on February 3, 1949. 
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into use in some parts and the quantity of ground bones ex¬ 
ported has fallen. 

C hemical manures a re a v aluable adjunct to orga njgjtjoan- 
ures provided they are used in a rational way. Before the 
Second World War the use of fertilizers for Ibod crops was 
not appreciable. In recent years the import of ammonium 
sulphate and ammonium nitrate has gone up. In 1949-50 
India’s import requirements were 400,000 tons of ammonium 
sulphate, oOOjOOO tons of ammonium phosphate and 50,000 
tons of sodium nitrate. A factory has now been started at 
Siridri, at a cost of Rs. 160 millions for the production of 
fertilizers. 


LIVE-STOCK AND DAIRY FARMING 

In the later nineteenth century, the cattle census figures 
were very imperfect. About 90 millions of cattle and buffa¬ 
loes were then enumerated. The methods of collecting statis¬ 
tics were improved early in this century and in 1 914-191 5, 147 
millio ns were counted. India has now a fourth of the world’s 
bovine populatic m, that is. } 76 m illions. In addition she has 
37* 7 m iliion sheep and 46^ mi llion goats. The number of 
live-stock has been for many years greater than in other 
countries both per head of the human population and for 
each acre of cultivated land. 

'I’he quality of the milch cattle as well as of the bullocks 
has been inferior. The average annual milk yield of the 
Indian cow is 600 l bs, compared with 5,400 lbs. in Britain. 
The Royal Commission on Agriculture wrote in 1928: ‘ The 
worse the conditions for rearing cattle are, the greater the 
numbers kept tend to be The position has not changed 
since then although more than fifty cattle-breeding farms have 
been established. 

The intensity of milk production in India has been highest 
in places like Delhi, Baroda and East Punjab, and lowest in 
Mysore, West Bengal and Assam. The per capita consum p¬ 
tion o f milk has been very low. Before the Partition it was 
seve n^. compared with 41 1 and 36 in 

theUnited States. The position has since deteriorated. 
While the minimum requirement for nutrition is 21 oz. the per 
capita consumption now stands at five oz. What is worse, in 

^ Report of the Royal Commission on Agriculture in India^ p. 191. 
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the words of the report of the Agricultural Marketing Adviser 
for 1950, ‘ adulteration of foodstuffs, including milk, is not 
uncommon in western countries, but the position is nowhere 
as bad as in our country. Adulteration is so widespread that 
consumers have become almost indifferent to quality'. 

Xinety-five per cent ol' the live-stock is kept in rural areas. 
The Indian buffalo is superior to the Indian cow. I’he 
largest nurnbei* of oxen is found in the Uttar Pradesh. 
Bengal is the chief importer of cattle, Bombay, the Uttar 
Pradesh and Bihar coming next. The chief exporting pro¬ 
vinces in ordei' of merit are the Punjab, Bihar and Orissa. 

There is a considerable export and import trade in live¬ 
stock products. Bones and horns are exported while dairy 
products form the chief imports. There is also a two-way 
trade in hides, skins and wool. The following table gives the 
value of total imports and exports of live-stock products in 
recent years. 


Year 

Imports 

Exports 

(In lakhs of 
rupees) 

Net exports 

1938-1939 i 

327-14 

1199-72 

872-58 

1947-1948 ! 

599-29 

1138-76 1 

1 539-47 

1948-1949 : 

742-29 

806-37 1 

64-08 

1949-1950 

712-28 

1215-68 j 

498-40 


'I'he annual production of ghee in the Indian Union is half 
of what it was in the Indian sub-continent a decade back— 
one crore and fifteen lakh raaunds.* The annual production 
of milk is runv al)out 481 million maunds. 


SlTMMARY 


Low Yield in India :— 

There has been no radical change in the organization of 
agricultural production in India during the past hundred 
years. The low yield is due to the sub-division of holdings 
and not to soil deterioration. 

^ Indian standard maiind “ 82|- lb. 
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Suh-division and Fragtnenlation of Jloldhi^^s - 

A numljcr of surveys show aggravation of ilie evil. It has 
l)eeii the great bar to the mechanization of agriculture. Mc- 
chani/ation is still in its first stage. 

Partial (Commercialization of Af^ricullurc :— 

The proportion of the area under commercial crops has 
been on the increase since the Iasi quarter of the nineteenth 
•century. In 1950 th(*y covered one-fifth of the total area 
under cultivation. 

'J’lie (iovernment has been assisting the pi-oduction of com¬ 
mercial crops. Since 1922. bec ause ol'the weak of the (lot- 
ton Committee, the long-stapk*d variety has lieeii spreading. 
Ninety per cent ol the arc'a under cane came under improved 
varieties. Partition has deprived India of raw jute. 

The area under wheat and rice has sliown considerable 
fluctuations. 

Market gardening has still not advanced far. 

The. Alanine Position :— 

Indian soil has been deficient in nitrogen. Recently the 
<TOvernment has launched a drive to increase compost pro¬ 
duction and has encouraged the use of green manures. India 
has still to import a large quantity of her c liemical manure 
rccjuirements. 

Live-stock and Dairy Farming :— 

Though 50 cattle-l^reeding larms have l)een started, there 
has not been any striking improvement in tlie quality of 
Indian cattle. 



CHAPTER IV 


THE AGRICULTURAL POLICY OF THE 
GOVERNMENT 

Section 1. 

IRRIGATION 

THE NINETEENTH CENTURY 

The Indian irrigation system, which is now^ by far the larges t 
in t he world , was ; d»‘<^ad \ well d eveloped by 188 0. In the 
previous half-centiirv. ??i r Arihur*^ lotio n was the great man 
for dams and canals; and such was liis mania for irrigation 
that an English member of Parliament remarked that he must 
have water on the brain. Under the East India Company, 
Cotton constructed the Upper Anien t across the Coleroon in 
South India, reinforced the historic Grand Anicut on the 
Can very , and did excellent work on the tioclavarl project. 
‘ tt would be difficult to find in any other country,’ reported 
the Royal C.ommission on Irrigation early in this century, 
‘ three works of similar magnitude or cost which have con¬ 
ferred the same degree of benefit upon the people and the 
State Sir Arthur Cotton was described by an expert as 
‘ the founder of the cheapest school of engineering in 
the world 

The East India Company spent about /"8 Q,Q00 on irriga¬ 
tion i n South India and by watering 100,000 acres it w'as 
able to se cure handsome returns. In North India the tw^o 
outstanding figures were Robert Smith and C olonel Bair d 
Smith , who reconstructed the Ganges Canal , the last canal 
to be repaired during the f'ompany’s rule. 

Before the Crow^n took over, there was also some private 
enterprise; but this was ill-fated, and the Government had 
to take over the works started by such concerns as the Madras 
Irrigation Company, which was engaged in the Tungabhadra 
project. Lord Lawrence’s policy of Government construction 

^ Report of the Irrigation Commission^ Part I, p. 42. 
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was inslifieci by ( ailuivs such as thes e, by ili e need for unit s 
m mierativf* protective wc>rks b^ "THc ^rodi^yjon rost ol' irri- 
f?ation projects, and thc^ ^Rravation of the water-rate p ro- 
blem which pri\'aie enterprise would entail. 

Between Iftf)? and 1880 the West lumna Can al was con¬ 
structed, and tlie fou r-}uindred-rnile-Jon» Upper Bari Doa b 
Canal in the Piinjal) and the I,. ower Oanues and A jjta Canal s 
were opened. Inspired by a vision ot a grandiose network of 
canals linking the irreat river valleys. Sir Artlinr C-otton went 
to England to obtain Parliamentary sanction for the enter¬ 
prise, i)ut he failed in his mission although his cause was 
strengthened by the elofjiience of john Bright, the best orator 
of the time. Cottoirs plans were described as ' shadow\ and 
too speculative in cliaracter’, and a member of the Secretary 
of'Stale’s Council wlio denounced them ‘invented a range of 
mountains in order to make it impossible for a canal to be 
carried across the kjwer part of central India’.* The fact that 
conditions which brought about the decline of canals in Eng¬ 
land did not obtain in India 1‘ailed to weigh witli the Selec t 
Committee of 1878. which c ondemn ed s;tiippo. 

dons schem es. 

Just a year after Cotton's proposals were turned down the 
amine Commiss ion declared that among the measures that 
would be lU'cessar) to give India p rotection from fami ne the 
first place should be assiune d iri^Igniir.n Its rq;)Qrt 

f:^ms a landmark in the evolution of the ' Chnernment’s irr i- 
ir ation polic y. P rotecti\ e works were imrlprlal^rMi and 
financed from the Famine I nsurance Cram, B\^ the end of' 
1902-1903 more than 2^, c rorcs of rupees had been spent; 
such works as the Mutlla and Nira canals in Bomba\ and 
the Betwa canal in Bundelkhand proved ati inestimable boon 
during the famines that scourged the land towards the turn 
of the centuiA . An interesting project completed during this 
period was the Perivar Project in the Madras Province which 
diverted the water Irom its natural westward course and di.s- 
charged it through a long tunnel into one of the tributaries 
of the river \Ttigai. 

The most striking development in irrigation in the nine¬ 
teenth centiuy' was the beginning of the c anal system in the 
Punjab , which introduced an age of plenty to the province’s 

‘ Lady Hope, General Sir Arthur Cotton, p. 211. 
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beyond which without far-reaching changes in knowledge and 
skill irrigation cannot profitably be carried It is diflicult to 
maintain that such a limit had been reached lor the country 
as a whole at this time. The view was expressed that a small 
increase in the expenditure on irrigation would, in some places, 
have brought much additional benefit to the people. In a 
memorandum which he prepared in 1879 on the report of 
the Select Committee of the House of Commons on Public 
Works in India, Sir Arthur Cotton observed: 

^ The Godavari navigation was carried on at a cost of 
three-quarters of a million in twenty-five years, and was 
stopped entirely when it wanted some ^(^20,000 to complete 
•v^he second barrier works, which would have finished the first 
part of the project, opening 400 miles of navigation and bring¬ 
ing some ten millions of people: within reach of the markets 
of the w'orld. At this very time the then Secretary of State 
spent half a million on sixty miles of branch railways in the 
most out-of-the-way part of Central India, merely to carry 
coals and cotton, the returns on which were last year ;;{^8,500’ 
or 1 * 7 per cent. So with the Orissa Canal to connect 
the w^hole populous della and the Mahanadi valley with 
Calcutta ’. 

The fact that railways have brought very good returns in 
this century makes it difficult to appreciate the nineteenth- 
century criticism of the Government’s public works policy; 
but it must be noted that in under-developed countries rail - 
w ^ays are most valuable only w^hen they follow a certain deu:re c 
of agrarian and industrial developmen t, and f or such develo p¬ 
ment canals and dam s are needccT In a letter to the Select 
Committee ot 1878 a certain Colonel Fischer pointed out that, 
whereas the districts of the Madras Presidency through wdiich 
railways ran lost, during the famine of the period, over 85 
per cent of their revenues and two-thirds of the population, 
the Godavari district, thanks to its canals, paid double the 
revenues it had ever yielded in the most prosperous years and 
carried on a trade w^hich was forty-fold in value to what it 
had been before the district was irrigated. Another observer 
reported ‘ Taking this century and considering the period 
from 1800 to 1860 as a pre-railway era (though railways were 
begun in 1848) there were 13 famines in those years and a 

probable loss of life of 4,000,000 or 5,000,000. In the 

Railway Era from 1861 to 1878 the loss w^as 11,871,420. It 
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Mettur Dam 

might have been shown that, in districts which could be named, 
in which there are railways, a fourth of the population died 
Irom famine and famine-occasioned disease in two years, and 
the cultivated area decreased by one quarter 

Since the Irrigation Commission reported , some of the 
most important dains in the world have been constructed. 
The Mettur Dam on the Cauvc rv is one of the largest i n the 
worlds Other notable projects are the Sutlej Valley vVork s 
in the Punjab, the Sarda Canal S ystemTri tlie United rfo- 
vinces, the Bhandardara dam in Bombay (the highest in 
India) the Llovd dam at hliatgar (the largest mass of masonry 
in the world), and the Sukkur Barrage i n Sind which irrigates 
six million acres, a district as large as one-quarter of the total 
area of England. Between 1920 and the grant of Indepen- 
dence to Indi a, the total irrigated area in 15ritisli India in¬ 
creased by about eight million acr es. 'Fhe partition of the 
sub-continent de prived India of a^aumber of valuable works . 
E ighty-two per cent of th e prc-partitio n pop ulation remained 

^ Horace Bell, quoted in “Railways in India ”, Article in the Modern 
Review, June 1909. 
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in India, bnl only pei t piii of'die pre-partilion rice, (id per 
cent of the wheat and hd per rent of the irritjated are a. Since 
Independence the stress on dams has increased, and now a 
n umber of multi purpose projects such as the Darnodar Valie v^ 
Projec t (the Darnodar \’alley (lorporalion is modelled on 
the Tennessee \'alley Autliority), the Mahanadi Valley Pro ¬ 
ject , the Tuiurabhadra projec t and the Bhakra and ■Xantj^ l 
projects are under construetion. The purpgs e ofbig projects is 
no longer only i rrigati on: it includes the generation of electric 
powe r, navigatio n, ^ond c ontrol of malaria , and even 

fish~cnltnr e. In ) 949. there were about 116 dams in India 
distributed mainly in Bf»mbay, Mysore and Central India. 
At present there aie u nder constructip n 13") scheme s, costing 
in all .‘590 crorcs of rupe es. It must be noted that the cost of 
food-grains imported between August 1947 and the end of 
1^.31 came to .•)4:rc rores of rupees. 'Phe sum allotted for ir- 
rigation is not considerable seeing that for a much smaller 
population the LJnited States is now spending 11,200 crores 
of rupees. 

The first part of' the Fiv^e Year Pla n (Draft Outline) pro¬ 
vides for a total ex penditure of 430*3(3 crore s of rupees on 



Snkkur Barrage 
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irrigation projects. 7 lie Plan stresses tlu! need for careful 
co-ordination of the policies of the xarious states and the 
central assistance. Jl also points out that there are large 
possibilities for the development of tlie country's water re - 
sx mrces. and that now only six per cent of the water flowing 
tlirough the rivers of India is being utili/.ed^ 

IRRIGATION FINANGK 

Under the Montford Reforms of 19H). irrigation became 
a ‘ r eserved * provincial subject and only w 'orks estimated to 
(‘ost ov( ;r 50 lakhs of rupee s could be constructed by the 
CC entral (iovernment wi th the sanction of the Secrctar\ ol^ 
State . B(‘f'o?e the reforms a th ree-fold classificatio n of irri¬ 
gation works had been in vog i le V\' o r ks ex pec ted to yield 
within a decade a net levenue to cover the iiitcre*st charges 
on their capital vver(‘ designated ‘ prodiu tiv e ’ and could be 
financed b\ loans : projects which were ijo} expected to be 
d irectiv_remunera liv e were classed as ‘ piotec tivc ’ and were 
financed f rom the Famine Relief and Insurance Fund (in¬ 
stituted in 1878): and a third category w^as the * mino r ' 
works financed fr om iieneral revenues . The F'a mitie Relie f^ 
an d Insurance Fund w as institute d ^ter the great famine of' 
1 877-1878 , and as well as famine relief7 its purpose was the 
construction of protectix e works and the avoidance or reduc¬ 
tion of debt. Of the 150 lakh s set apart annuall y for this 
fund, half was to lie used for protective canals and railways . 
The whole amount, however, was available shortly afterwards 
for irrigation. In 1910 an a nnual subsidy not exceeding 
25 lakhs was sanctioned by the Secretary of State for^the pro- 
motion of irrigation , b ut the full allotriient of 100 lakh s was 
n ever applied to that purpose . 

In 1921 the classitJcation"7 )f works according to the source 
from which funds were drawn was given up and works were 
distinguished as ‘ productive ’ and ' u nproductive, ’ the former 
being those which in ten \'ears after their completion could 
bring in re venue equivalent t o their working expenses and 
the i nterest charges on their capital cos t. 

This irrigation polic y, which would have been considered 
i deal in the lamez-faire era. does not conform to the philo- 
sophy of the Welfare State, and there is a desire that good 
irrigation schemes to improve the standard of living should be 
launched even if the\' do not meet the previous financial re« 
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qilirements. The Government must give du e wei tiht, it is 
said, t o the immense though immeasurable indirect benefits 
resulting Jrom irrigation projects—~a point which was re- 
peatedly urged by Sir Arthur C'otton even in the nineteenth 
century. A c hantrc in finaneial policy , it is pointed out, is 
also necessary because it is now more difficult to prepare 
schemes which satisfy the earlier financial canon than it was 
in I l ie earlier days of irrigation projects. 

The Crfjvernment derives almost all its revenue from irri¬ 
gation works by the l ew of the w^ater-rat e. w hich is based 
not on the volume of water supplied, but on the area irri ¬ 
g ated and cnjps sow n. Owing to the diffierences in the agra¬ 
rian conditions of difierent states, there have been tw'o 
s ystem s, one which included the^w- ater-rate in the land re ¬ 
v enue . and another which charged a^; eparate water-rate . In 
Beng;d w'here the monsoon seldom fails a low annual rate is 
levied on blocks ol' land comprising many holdings, each 
occupier being charged according to the size of his holding in 
the block, wdiether or not he utilizes water. The Plaimuig 
C Commission has sui 2 i»csted that the water-rate should be fixed 
on a slidin g-scale principfiv 

IRRIOA’nON (ORGANIZATION AND RESEARCH 

In 1 906 the post of Inspector (reneral of Irrigation w^as 
created. This was abolishea in on the recommendation 
of the Inchcape Retrenchment Committee. Since 1 925 four 
oraani/citions have been created for the promotion of irriga- 
tion. fn 19^6 the* Central Board of Irrigation w^as started to 
ensure te chnical contact betw^een the Centre and the pro¬ 
vince s : and in 1 931 , on the recommendations of the JRoyal 
Commission on Agriculture,*^he Central Bureau of Irrigatio n 
was established t o co-ordinate irrnration research and provid e 
i nformation on irrigation matte rs. Recently two other orga¬ 
nizations were created:—the^> ntral Water-pcpwer Irrigation 
and N avigation Commission for th e contro l, c onservation and 
u tilization of the w^ater resource s of the land (created in 1945) 
and the^ ^ntral Groundwater Organization (1946) for help¬ 
ing to tap groundwater supplies. In May, 1952 t he Ministry 
of Irrigation and Power came into being at the Centre. 

Within the last thirty-five years great advances have been 
made, in irrigation research (including hydraulic). The Ir¬ 
rigation Commission was impressed by the insufficient atten- 
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tion given to problems aiising out of the utilization ol water 
lor growing particular crops. No more than a beginning had 
been made in irrigation research by the time tlie Royal Com¬ 
mission on Agriculture reported.’ Bombay was the pioneer 
and had in 1 920 a hx dro-dvnamic research station at Poon a. 
Within a few years iis activities increased to such an extent 
that the water-supply available for model work was found to 
l)e inadetjuate and the station had to be removed lo Khadak- 
vasla below the darn. In 19 30-1937 the Gove rnment of Ind ia 
t ook it over from the Ciovernment of Bombay! ^nce lO^lo 
its activities have increased remarkably, and problems have 
been referred to it from various parts of' the (‘ountry. In 
about three decades it has conducted over l,o()() e xperiments 
on l iver trainin g, the design of ch ann els and hv^draulic works ! 
n avigation , s^ai. and a gricultural prot)le ms 
~"rhe Punjab followed Bombay, and a t Lahor e in 1 925 a 
h\ drai^lif’ bduir;itnry was established which has developed into 
one of the finest research institutions in the whole world. 
When it was lost to India by partitio n, a r esearch institute 
was set up i n_Amritsar which lias made rapid progress during 
its short existence. Dther research institutions established in 
recent years are the River Research Institute of West Bengal, 
the Krishnarajasagar Research Station at Mysore, the Irri¬ 
gation Research Siation at Poondi, Madras State, and the 
Soil Engineering Research Station at (/Ihepauk, Madras. 

WELL AND TANK IRRIG.^TION 

The Famine Commission of 1880 estimated the aiea irri¬ 
gated f rom wells in 187(3-1877 at nearly six million acres in 
the United Provinces, three million in the Punjab and two 
million in Madras, but it gave no details about Bombay. 
These estimates are now considered excessive. Early in this 
century the area under well irrigation in British India was 
reckoned to be 1 3,000,000 a cres. Ex pansion since the n has 
not been striking in spite of the liberalization o\ tagaii leans, 
and trial boring and sub-soil surveys by the Government. 
Progres s has been hampered by many factors, including the 
fr agmentation of holdings , l and tenures , the cost of constru c¬ 
tion and l ack of power for lifting wate r. In recent years the 
number of tube-wells has increased, especially in the United 


^ Report op, cit., p, 350. 
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Provinces where they have been financed by the Government. 
In 1948 an Anglo-American firm submitted a report to the 
Government of India r)n the groundwater development for 
irrigation in the Ganges \"alley. As a result ol this report 
the governments ol the United Pro\'inces, Bihar and the 
Punjab entered into contracts with a tube-wells company 
under which the l argest tu]>e-we]l programme in the 
world is now being implemented. For the construction ol* 
about 9t)3 tube-wells the company is said to have imported 
capital equipment worth lour crores of rupees. The Cjovern- 
ment of India has been aiding this work by loans. Tube- 
well construction schemes are now being carried out in Bom¬ 
bay and a number of Part B states. Besides all this, about 
2.000 tube-wells are to be constructe d imder an agreement 
signed l)y the Government of India with the Government of 
tlie United States. 'The United Slates will aid this construc¬ 
tion under its 1 echnical C'lo-operalion Assistance Programme. 
These wells, which are to be lM>red in north India, are expected 
to augment the country’s food supply by 120,000 tons. At 
present the area ir rigated bv wells in the whole sub-continent 
is about 20 m illion acres and w'ell irrigation is most important 
in the United Provinces, with Punjab and Madras next 
in order. 

Tanks are ancjther important source of irrigation. Between 
1880 and 1900 the Government vigorously repaired a number 
of tanks, so that in British India early in this century 8,000,0 00 
acres were irrigated by them. In 1945-1946, 13 million acres 
were irrigated (rom tanks out of a t otal irriiiated area of 59 
1 ml lion acres^ and in this respect Madras was in the lead. 

THE RESULTS OK IRRIGATION 

Irrigation has immensely e nricited the count r\' by making 
vast areas available for cultivation, increasing the yield of 
crops and in certain parts facilitating the growing of com¬ 
mercial crops. In the same locality, it has been observed, 
the p roduction of irrigated crops per acre is 50 to 100 p er 
cent higher tlian that of unirrigated crops. Of the Cicxlavari 
district, Lady Hope asserted: ' During every year, on the 
average, each man, woman and child in the Godavari dis¬ 
trict receives a gc:)ld rnohur which would not have been theirs, 
blit for Sir Arthur’s work lor the region In the Punjab the 

^ Gem ml Sir Arthur Cotton, p. 8H. 
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construction of canals doubled the export oi' wheat. Sir 
M. I.. Darling’ reported that prosperity increased to such an 
extent that by 1920 gold and silver were bouglu not by the 
ounce but by the seer.’ In matn parts of the countr\ the 
r ental ol laiu! rov^ j.irp;oly on account of‘irrigation. In north 
India it doubled, while in a number of districts of Madras 
the rise was four-fold: a t en-fold rise took place in 'rinne - 
N'clly " a fact which reminds us of Norwich, in England, in the 
davs of the Agi arian Re\-olution. 

Moreover, the dams have peril of fam ines in 

vast tracts, yielded a handsome return tothe Ciovernment, 
produced abundant power , and brought ir nmeasuralile bene ¬ 
fits Uj the lands near the watered areas. J'hey haxe brought 
about the ran id development of inchistiies in new area s, as for 
instance the growth ol‘ the cotton mill industry in Madras. 
They are looked upon by some as the most important mean s 
of effecting an .-^graiian Ve>vnl 111 ipp in the country, and they 
are becfiming vi tal factors in its industrial transformat ion. 

'The scope for extension of irrigation will be considerable 
even after the completion of the major dams that arc now' 
under constriH lion. Of l,!k^)f) million acre feet ol'watef^hat 
flows through the Indian rivers only 13'6 per cen t will be 
utilized w hen those dams are construcU*d. The area under 
i rrigation will then be nearly doubled. ’ 

I’he powder produced, tiowcver, is not adequate for the re- 
quirerricnts of the land, llie a rea under irrigatin n in India 
is today 70.000.000 acres, a figure w'hich is nearly equal to the 
combined irrigated area in all the other countries put together. 
But the country produces no more than h million kilowatt s 
of electric power, w hereas she could pi ocfuce !50 to 40 mil- 
lion kilowatts. 

Irrigation, however, has not proved an unmixed blessing. 
In certain parts of the Punjab, the Uttar Pradesh, and 
Bombay, irrigation has brought with it the dangers of soil 
erosion, s alt effervescence, and waier-lojirgirig- These have 
reached serious proportions in certain areas of* the Uttar 
Pradesh. Several measures have been adopted by the Govern¬ 
ment to check the evil. It should be remembered that those 
measures cannot bring striking results unless they are ftirthered 
by a majority of cultivators. 

^ M. L. Darling’, The Pimjah Peasant in Prosperity and Debt, ji. 113. 

- Report of the Famine Commission, 1880. part IT, p. 151. 



310 


ECONOMIC HISTORY OF ENGLAND AND INDIA [PT. II 


Section 2. 

SCIENTIFIC AGRICULTURE 

A(;RICLLTI^RAL RESEARCH 

Besides developing irrigation, the British rulers promoted 
s rip!Uifie agriculture , fostered a irriciiltural co-operatio n, 
adopted a variety of measures to combat rural indebtedn ess, 
i mproved aiiricultural rnarketina , created a forest organiz a¬ 
tion, and did something to forward agricultural educatio n. 
Suf the diversity of the measures adopted does not alter the 
fact that in many respects the results achieved were far from 
adequate. Many of the steps were taken only after a good 
deal of hesitation, and St ate ex p^Mirliturp M| yriciiltur e was 
very low . Even in al)f)ut 1941, the funds provided by the 
provinces and the Centre for the agriculture, animal husbandry 
and veterinary departments aggregated only two crores of 
rupees a year, whicli was l)elow two pies per head of the popu¬ 
lation. N o organi/atio n had been developed t o encourage 
th e ^ cltivat or and make the results of research easily available 
to^ T’he r oot piablerrL of Indian agriculture --the sub¬ 
division and fr^ i gmeatation of holdings - has remained un¬ 
solved and is still increasing the peasant’s diHiculties. 

pA’en in the nineteenth century, the British rulers were in¬ 
terested in the development of Indian agriculture partly from 
revenue considerations and partly from their desire that India 
should continue to depend for her prosperity on agriculture 
and not on industrial progress. Before 1870 the Govern¬ 
ment-aided European agri-horticultural societies experimented 
in introducing exotic plants and for that purpose also started 
botanical gardens. Between 1870 and 1880 a numb er of 
( hwernment experimental far ms were organized to inform 
cultivators of new methods of tillag e. All these efforts had 
no important results because they were made by men who 
had little knowledt^c of Indian condition s and w ho assnrp ed 
that the Indian cu ltivator was handicapped by liis lack of 
knowled ge ra ther than bv his poverty and b v the agriniltnra l 
framework-Within which he had to labour . About these early 
efforts the Famine Commission of 1880 observed: ‘ In some 
cases men have been sent out to teach practical agriculture 
who were not agriculturists, and too often when they were 
beginning to learn the elements of the problem before them 
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the Ciovernmenl has thrown up the attempt as expensive and 
as a failure ’.' ^ 

I he piihJicatJon ol this report was th e first important land - 
mark in the evolution of the Goyernincnt's atyricnhural poliev . 
Tt was its strong advocacy of the creation of airricuJtnra l 
departmen ts, central and proviiuial, that resulted in tlieir 
rormation in the nineteenth century. In its closing years the 
departments were mainly doing exploratory work. Atte mpt s 
t o grow exotic s were successful in a few cases, notably vvrtli 
groundnuts in Madras, potatoes in Assam and the Kiunaon 
hills, and American cotton in the United Provinces and Bom¬ 
bay. A new impe tus was given to the departments by the 
publication in 1 893 of a valuable r eport l)v Dr. Voelcker on 
I ndian atjricultu re: this pointed out the mistake of foisting 
western ideas on the Indian cultivator without reference to 
local conditions, and emphasized that true progress must come 
b v improvinjy: indigenous method s. 

Under Lord C.^ur7on came the first great stride forward in 
scientific agriculture when in 1905, with a donation of 
3(;:30,000 from Henry Pliipps of Chicago, a research statio n 
was started at Pusa in Bihar . 'The institution soon challenged 
comparison willi those of all other countries. Because of the 
great diversity of local conditions in India, Pusa did not, as 
its founders had hoped, bec ome the focus of agricultural re¬ 
search for the whole of India, but remained only a highly 
s pecialized institution which supplemented the work of pro ¬ 
vincial departments in certain hn^ A college was also es¬ 
tablished at Pusa, and to cMi-ordinate the work of provincial 
departments an All-India Board of Agriculture was now set up. 

Between 1904 and 1914 the Government’s expenditure on 
agriculture rose from nearly nine lakhs of rupees to 51 lakhs. 
It was e?stimated that as a t'esult of the w'ork carried out by 
the agricultural departments the value of agricultural produce 
increased by Rs. 3*5 crores. 

The work of the various provincial departments of agri¬ 
culture suO'ered when in 1919 a griculture became a provincia l 
s ubjec t under the Montford reforms, and close contact between 
the Centre and the provinces ceased. 

In the ’twenties Indian agriculture received a great stimulus 
from the appointment of a Roval Commission on Agricultur e 


ctt.f part II, chapter IV, p. 138. 



[Courtesy.■ Information & PuhUdty Dept., Fort .St. Ceors, 
Improved tvpcs of Cattle 
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which issued its rrioniiinental report in 1928. Tlic Ccnninis- 
sion advocated ‘ i mprovenient oi vil!ai>;e life in all directions .’ 
* VVe (eel/ it observed, ‘ that its Idrce is inadequalcly appre- 
ciated by the Chnernmcnt of India and by the local govern¬ 
ments and that the necessity that thj;:..ni_ra l problem should 
be attacked as a whole , and at all points simnItaneons4 ^ is 

stilf Tnsulhciently present to their minds. 11'the inertia 

of centuries is to be overcome, it is essential that all tlie re¬ 
sources at the disposal of tlie State ‘■hould be brought bear 
on the problem of J iiral uplift 

TTie Royal (Commission made a number of valuable re¬ 
commendations on almost ev-ery aspect of Indian agricnllure. 
It has indeed been a Bible for students of Indian rural 
economics. For the co-ordination and advancement ol' ag¬ 
ricultural research the (Commission re(H>mmended the (rea- 
tion f)l'an i mperial (Council cjf Agricullural Res^irch . 71 le 
institution se t; up in L929 has co- ordinated t he work of su ch 
varied tesearch institutions as the Indian y\gricultura) Re- 



n a \'arietv of commodities. 


THK ‘ GROW MORF I(K)D ’ GAMI'AIGN 

For the last ten years the (7o\'erninent has been faced with 
the vital problem ol' food self-sufTiciency. In 1948, during 
the Second World War, a ‘ Grow More Food ’ c ampaign was 
started, mainly by diverting land from cash crops to food 
crops and intensive cultivation. In 1947 definite targets for 
additional food production were fixed for each state and 


^ Abridged Report^ p. 89. 

“Indian Fafming, March 1950, .Vrticic on AgriruUnral Research by 
Sarclar Dalar Singh. 
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for ihc slates as a whole. The plan was expected to be com¬ 
pleted liy 195J-52, and an important aim was to be the re¬ 
clamation and tillage of waste lands. Of the 85 million acres 
of waste land, 10 million were considered cultivable, and the 
plan aimed at bringing under the plough eight million 
acres ^vhich would yield 300,000 tons of additional food. 

With the aid of the Central Tractor Organi/ation, which 
was started in 1947 with 180 tractors left derelict by the 
American I'orces, the state governments have been carrying 
on r eclamation operations . Some of* these are said to be the 
biggest outside Russia, and in parts of the Central Provinces 
and United IVovinces they have achieved notable success. 
Apart from this, the ( irow More Food campaign has no t 
achieved sa tisfactory results for a variety of reasons, amongst 
others the h alf-hearted conduct of its ofticia ls, and the shorty 
a ne of trained sta iT and materials such a sTlprtiliy.e rs. 

'J'he authors of the Fi\ e Year Plan criticized the campaign 
on the ground that ‘ it has taken the form of rendering as- 
s istancc to scattered individual farme rs rather than pro- 
grammes conceived and operated in terms of specific areas 
in which intensive work aflecting every farmer and every 
♦ acre of land was undertaken 

TIIK PROVINC.IAI. DEPARTMENTS 

Before 19!f5 much of the work of the provincial depart¬ 
ments lay in demonstiation and propaganda . Since then, 
besides m easures to deal with rui^l indebtedne ss and land 
t enures , the governments have been concernecl with the giving 
of grants and loan s, the di stribution cil* improved seed s, man ¬ 
u res and fcrtiliz(^\s on a subsidized basi s, the promotion of 
i rrigation , the i niprovemi^t of live-stoc k, the encouragement 
of more fruit and vegetable growing, and the prcvsuJLioJijDf 
soil erosio n. Among measures taken to check soil erosion 
have been bunding, trenching, gully-plugging and afToresta- 
tion. In the pr<wince of Bombay between 1942 and 1947 
about seven lakh acres have been improved by these methods. 
In that province, the pioneer in agricultural improvements, 
the go\’ernrnent has established about a dozen agricultural 
schools and two new colleges. The United Provinces gov¬ 
ernment has created a Plant Protection Service and a power 

' The Five Tear Plan—Draft Outline, p. 73. 
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cultivation scheme. But most ol’ the measures adopted hv 
the provincial governments are still experimental. 

For the land reclamation operations carried out by the 
Central Provinces and the United Provinces governments, 
co-operation from the local population has not been forth¬ 
coming. Yet lands which it was thouglit could never be 
rendered fit for liusbandry have been made to yield, at a 
cost of 18 lakhs of rupees, crops worth 60 lakhs of rupees— 
crops found to be decidedly superior to those in oilier parts. 

THE FIVE YEAR PLAN 

F.veii in 1948 exp enditure on agriculture was 1f^v\/ in InHh i 
Whereas in the U.S.A. the per capita expenditure of the 
Federal Government alone was Rs. 80, and in Canada Rs. 21, 
in India the expenditure on agriculture worked out at R^. 2 
per head of the population . The United States was spending 
3’3 per cent of the expenditure allotted in the budget for 
agriculture, Canada spent I G per cent, and the United 
Kingdom eight per cent, while India, a predominantly agricul¬ 
tural country, allotted to agriculture only () ‘75 per cent of 
the total expenditure provided for in its budget. 

In 195 1 a Five Year Plan was published which was largely 
a plan for agricultural developmen t. It provides for an ex- 
penditiire of Rs. 45(^98 c r ores on irr igation and pftyyrr and 
191:69 crores on a grir"^^r'Mal development^ out of a 
total contemplated outlay of Rs. 1,492*92 crores. Nearly 
45 per cent of the total expenditure will lx* directed to agri- 
culturtiT development. 4 he Plan envisages an i ncrease of 
e ight million acres in the area irricriited bv m ajor work s (a 
20 per cent increase over the preseuit level) and an increase of 
s even million acres in the area watered by minor wor ks. It 
ako vcintPK thMf ffi^ir TT]illinn ^irrpywill be restored to cultivation 
from fallows and 1*5 mill ion ncres will be reclaimed bv 
the Central Tractor Organization. 'I'he Plan is expected 
by its authors to make the following increases possible:— 

Figures in OOO’s 


Food grains (tons) 7,200 

Jute (400 lbs. bales) 2,060 

Cotton (592 lbs. bales) 1.200 

Oilseeds (tons) 375 

Sugar (Gur tons) 690 
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"I'he Plan’s authors hope to raise the level of food consiimp- 
tioii <o 1 4 o ounet^s an adul t per day by 1935-56 and to 
m eet in full the domestic: demand of the cotton industr y for 
varieties ol domestic: c otton. } nte impcirts a re expected to go 
d own from 33 lakhs of’ bales to 13 and a .t»ood e xpansion o l’ 
su garcane and oilseed eultivati^ is also visiiali/ed. It is 
expecled tlial k will take some years before physical plannint* 
of the crop pattern becomes possible. 


f rom two in 1921. the number of at»riculiural collet>es went 
ufi to 17 ii. 1946. but progress was woefully inadequate con¬ 
sidering the numliers enoaiJed in attriciihure. I'he agri¬ 
cultural colleges now turn out only about three agricultural 
graduates for eveiy million ul' the farming population. Be- 
catise ol' this slow advance, the Indian Agricultural Service, 
which came into being in I9()ti, lias only six agricultural ofH- 
cers for e\ery 10 rnillicm of lh(' population, whereas the United 
States has 66 times and the rnited Kingdom 20 times the 
nurnlier. Bel'oie 192^1 a regular provincial service existed 
only in Bombav and the CCentral Provinces. Since then 
other province's have liuilt up sc'rvices. but these are not yet 
substantial. 

"I’he UniversitN Education (lommission reeenily recom¬ 
mended that * agricultural education should be recognized 
as a major national issue,’ and tliat ‘ the study ol'agriculture, 
ill primary, secondary and higher education be given high 
priority in national economic planning Among tlieir pro- 
pcjsals for the im|)j'ovcriiem of village life and agrieiilture. they 
advocate the establishment of rural universities and the de¬ 
velopment of a number of experimental farms. 

SirH-DIVISKJN AND FRAGMKNTA'J’ION Ol- HC^I,DINGS 

The (juestion of legislating to prevent the excessive sub¬ 
division and fragmentation of holdings has been a theme ol 
discussion ever since 1910. Tn 192Q a purelv permissive Ac t 
was passe d in Baroda . bnt it soon became e^dent that a 
certain amount of compulsion w'as necessary to promote con- 
solidaticm. The (C entral Province s Co nsolidation of Holdin tis 
A ct of 1928 contained a n element o f compuTsIom Under it 

^ Report of the Univeisity Education Commission, p. 203, 
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any scheme of consolidation agreed ])\ at least half the per¬ 
manent holders holding not less than two-thirds of the oc¬ 
cupied area would become binding on all the permanent 
holders and their successors in the area concerned. 'The‘Act 
was first applied only to district s, and recently extended 

to t tvo more distric ts. Some 2,633 villages Jiave so far bee n 
b rought under the powx-rs of tiie Ac t, the area c7)nsol i da ted 
amountTng^ to 23J lakhs of' acres. A similar measure was 
passed in the Punjab m 1936. Tn the United Province s an 
Act passed in 1 p fTTcrdecI for consolidation uhen holders 
of even one-third f)f tlic occupied area agreed to it. 

The results of these measures clearly pointed to the need 
for a far greater measure ol' compulsion. The B ombay Frag ¬ 
mentation and Coiisolidation of Holdings Act "of 1947 em¬ 
powers the Go vernment to fix in an\ part o f t he state th e 
‘ s tandard area .' the extent that can he profiUiTn\'~iilled as a 
separate plot. Holdings below this are to l)e declared frag¬ 
ments, and tr ansfer or lease of these is t o Ite allowed only 
if t hey become part of a ' standard area .' The Acx fo rbid s 
the t ransfer or partition of am holding that will creat e frag¬ 
ment ^ Under it the Government can also urulerta ktim:!e 
c( msolidation of scattered hoJBtngs in anv area . TTiFT^uSalx 
Consolidation and JVevention of Fragmentation A ct of 194B 
mainly follows the same lines, and work under these Acts has 
now just begun. 


AGRICULTtRAL MARKEJ'INO 

The unfair practices of middle-men who deal in agricultural 
commodities are legion, and measures to reduce the indebted¬ 
ness of the peasant and to augment agricultural production 
<*annot be of much use without a d rastic reorgani/ation of 
agricultural marketin g. Tn 1923 the Government of India 
passed the Cotto n Tnmsport .\cl . which authorized provincial 
governments to iiotily definite cotton areas and to forbid the 
import o(' cotton into these except by licence, lliis measure 
was designed to prevent adulteration. Under the Colton 
Ginning and Pressing Factories Act of 1925, provincial gov^- 
ernments could control the ginning and pressing factories 
and enforce the marking of all bales of pressed cotton. 

Between 1927 and 1935 %»mbav . Hyderabad . Madras^ 
and the Central Provinces took the important step ol esta- 
blishing retjulated mark^s in some districts in spite of the 
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opposition of some traders. Although the regulated markets 
were defective in some respects, the cultivators derived con¬ 
siderable benefits from this move. The Roy al Commissi on 
on Atrri culture recc 



measures und er an Act of 1939, and the establishment of 
1 i censed warehouses in a number of province s. 

7n 1934 an Agricultural Marketing Adviser was appointed 
to the Imperial Council ol'Agricultural Research. The Gov- 
c^rnment now began to consider such marketing problems as 
the establislnnent of properly organized ‘ future ’ markets, 
commodity exchanges and warehouses, and propaganda to 
external markets about Indian products. In 1939 a Central 
and a Provincial marketing staff'were appointed. 

The Colton Marketing Committee created by the Govern- 
merit of India in 1949 declared that conditions in the regulated 
markets were far from satisfactory . In several of them prices 
were settled by private negotiations in which the real owners 
had no part. The Committee also pointed out that a number 
of allowances were charged for alleged inferior quality, re¬ 
fraction content, tare weight and so on. In most of the regu¬ 
lated markets no arrangement for arbitration existed. 

Abuses resulted from the domination of the markets’ manag¬ 
ing committees by the buyers. The Committee recommended 
a statutory majority for the cultivators’ representatives on 
their managing committees. 


RURAL DEVELOPMENT AND WELFARE 

The Draft Outline of the Five Year Plan points out that 
the machinery for rural development—lioth official and non- 
official—has been inadequate in many respects. The deve¬ 
lopment departments have been handicapped by lack of as¬ 
sistance from the district administration. Direct contact with 
the cultivator has been maintained only by the last official 
in each department’s chain of staffT, and he is poorly paid 
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and ill-equipped for his task. Moreover, among the develop¬ 
ment departments themselves there is not much co-operation. 
The serious d eficienc y in the work ol’ rural development has 
been th e lack,Tor tlie most p art, of any organization specially 

ap pointed to increase agricufuira! j^o"dutTK^ . 

Valuable work has been Tone Tn ruraf development in parts 
of certain provinces. The Ktavvah Projec t in the United 
Provinces, the S arvodaya scheme i n Pornba^^ the firka de- 
v clopment programme in Madias are cases in point. For 
better results the Five Year Plan suj^jL^ests, liesides co-(^rdina- 
tion o f the work of various government depaiTments. the es¬ 
ta blishment at every Jexel of non-official agencies acting in 
close co-operation with official machinery ancP tl K* ulili/ation 
of th e co-operativ^C movement as the eifertivf^ rluninel throii 
wlpch Covei nment ’s assistance i n finance a nd supplies reaches 
ihe ., .iiltivr^^|nr^ 
Progress in rural wclfine work has also been far i'rorn im¬ 
pressive. M1ie exception to the geneial record was the work 
done, thanks to Mr. Brayn e of the I.C.S., in the ( bir<>aon dis¬ 
trict ol tlie Punjab. Here specially trained young men have 
played the part of ‘ guide, philosopher and friend ’ to villagers 
in many matters of rural Avelfare The Royal Commission 
on Agriculture commended this example to the whole coun¬ 
try. In the Piir^j ah something has been done by the Co¬ 
operative Better Living Societies.: and in South India the 
Y.M.C.A. Rural Reconstruction Centre at Mar than dom in 
South Travail core has a good record ol* work. Its aim has 
been to promote ‘ s elf-help with intimate expert counse l ’. 
Among its extensive activities are the spreading of adjJj; 
l iteracy, the formation o f village libraries , and the promotion 
of a health programm e. In the U nited P r ov inces under the 
Pancliayatdar Movement which was started in 1938^ night 
s cfiools have been held, dispensarie s opened for men ancl 
animals, arr angements macfcTfor settling disputes , and games 
and s coutinifT iavc been encouraged. 

Recently, in co-operation with the slate governments, the 
Government of India has launched a ‘ Community Project s ’ 
scheme. The Planning Commission in its Draft Outline has 
observed: ‘ It is essential that every state should draw^ up a 
programme of work for bringing certain areas, one after an¬ 
other, under intensive development, while holding the rest of 
the state more thinly. In the selected areas the pro- 
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L>ress dI agricultural dc\'(‘lopinent has to he part of a wider 
programme covering every aspect ol rural development.’ Fi fty « 
f ive centres h ave been chosen in (lifrcreiit parts ol the country 
to v^)rk this scneine and these centres will carry on their work 
in 17,OOP village s. In proportion to the six lakhs of villages 
in the country. th(‘ scheme may seem very small, but good 
effects pioduced in the chosen areas ar(' l.)ound to have great 
influence on others. I'he states have been given complete 
freedom to work out details f)f the Proje^ct in accordance with 
local ('onditions - a freedom that will give the scheme the 
flexibility so rjec.essar\' for its success. 

Under the schc'ine great stiless will be laid on the (jua/il y of 
yillage__hle. J’he projects cover the entire range of villag e 
a etna tie s: and officers will give their attention to irrigation, 
agricultural development, small-scale industrievs, village sani¬ 
tation and hygiene, education, and recreation. The trained 
offic ers are expected to guide villagers in thc!se variejus ac tivi- 
ties by their own example, and will themselves use pickaxes 
and shovels, dig canals, and build roads. 

The (iovernmc'iit of' India has set up a Community’ P ro¬ 
j ects Administration , and on the lines it recommends, proiec ts 
a dministration s are set up i n the states . In BombaN', Tor 
example, a State .Development (Vanrnittee has bc^en created 
under the chairmanship of the Chief Minister, and Area 
Advisory Coinmitt(*es under the chairmanship of distric:! 
collectors haye been created to assist the work of rural 
deyelopnient. 

In a broadcast talk inaugurating the scheme Pandit Xehru 
declaied: ‘The idea behind the scheme symbolized a seed. 
I’hc seed would sprout into a sajding and ultimately grow 
into a mighty tree ailbrding shade to the millions of the 
country ’. 


FORES I 1*01.ic^ 

Fo rests influence farming, in many ways , and a good forest 
pcjliey should therefore be an important part of any agricul¬ 
tural development policy. It is a very striking fact—one of 
the facts that brighten the record of British work in India— 
that a policy of forest conservancy was inaugurated in the 
middle of the nineteenth century by the Government of India 
only because it was insistcntlv acivocated by a number of 
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Secretaries ol' Stale, \\1ien l.orcl Dalhousie initialed the 
policy of forest conservation, Dr. Brandc is. Professor of Botany 
in the University ol Bonn, was made I nspecloi -(ieiieral o f 
Poreiit s. He ori^anized the Indian Forest Department and 
created a very good system of' tiaiiiing forest officers. J’’or the 
training of forest rangers a forest school was started at Dehra 
Dun in But j)y liie close of the century the Forest 

Department had made very little jjrogiess in acquiring 
knowledge about Indian forests. 

" Jf we refer to tlie forest literature ol'tlie pta iod emanating 
from the pens of Indian ollicers.’ writes E. P. Slebl)ing. rel'ei- 
ring to the period between lo71 and ‘ the great l)nlk 

of it, with a few brilliant and notable examples, rel’ers to the 
('onlineiu (»f‘ fairope. At (In* end of nearly hail a cent lira 's 
work the I )eparlmenl k new little of the sylvicnltiirc of eve n 

i ts principal tree s. Too great stress hadTii^en laid njjon 

the linancTal side of the operations of the Department. 

to the detriment of progress in woi k of a professional nature 

whicii.would liave resulted in a tjuieker enliancement 

of revenue’.’ 'Fo remedy this deficiein y a Fo n^iU.,. R esearch 
I nstitute , the first of its kind in tiie British Cioirniionwealih, 
t\as started in Dehra Dun in 190(). and tlie high school was 
raised to college status. 

'Fhe fi rst Indian ["orests Ac t, passed in IBho, authorized 
the promulgation o( k)cal rules for forest conservancx. Its 
defect was that it made Jio distinction between foiests which 
required to be closely reserved and others which needed 
only a certain meiisure of State eonlrol of prix ate working. 
The Act of 1878 made this distinction, and by 1889-90 there 
xvere 56,000 square miles o f reserve d and near lx 20,000 s quare 
miles of protected fores ts. But by tlie end of the ceiiiury the 
area of reserved forests increased to 81.400 square miles and 
that of protected forests shrank to 8.8(KT Betxx een 1864 and 
1899 the proportion of surplus to gross rev'enue from forests 
registered a rise from 36 to 45 per cent. 

Forest administration in the nineteenth century was sexerely 
criticized by Mr. Gokhale to the Welby Clommission. ‘ I'he 
administrative charge in this department is excessive,’ he said. 
‘The Department, moreover, is working in a most unsatis¬ 
factory manner, causing immense discontent and irritation 

^The Forests of India, V’ol. II, p. 463. 
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ainoiig I he rural classes—a discontent gradually culminating 
in certain parts in outbreaks of lawlessnessWe must 
rerncrnhcr that such discontent was sometimes a healthy sign; 
it indicated only that greater care was devoted to preserving 
forests from re('kle‘ss pri\*ate inroads. riu! agitati^m of tlie 
rural iolk living on the fringe ol‘ forests came from their 
inability to take a broad view ol the importance of forests in 
the natif)nal economy; and tlieir agitation sometimes resulted 
in serious damage to a lew forests.- The authorities sonio 
times relaxed restrictions on the grazing privileges of the 
people. In the present centu^ the management of t he 
s maller r(‘serve.^ was e innisUxTTo^paTK ‘ha\’ats w'i th the objec t 
of alleviating discontent . — 

Between !91o and 1929 the net rexenue from forests was 
nearly doubled, but in 1930-1931 it fell by slightly more than 
one-half'^ (it was about rupees one crore). (kipital expenditure 
on Ibrests has been met from revenue. Under the Mo ntfor d 
refbl'Jiis ‘ Fores ts ’ became a p r ovincial s u bject and the pro¬ 
vinces’ expenditure on forests lias not been ade(|uate. 

I n 1950 the Ch)vernment of India established a C leiitral 
Board of Forest ry whose main functions are t o co-ordina te 
the foresl-policvJj£ _state govenime nts. to regulate and de\:e - 
l o]) forests in inter-state river valley s, t o co-ordinate fores t 
reseaix h , and t o maintain good standards in training fo r¬ 
est officers . 

' Ibaestry,’ lo quote Mi. K. M. Munshi, the present Gov¬ 
ernor of the United Froximes. ‘ is no longer the Cinderella 
of the Agricultural Ministry’,* The Forest Research Institute 
has been reorgaui/ed in the light of improved methods in 
advanced countries. A beginuiiig has now been made i n set ¬ 
t ing up xullage fuel forests in firder to save cow' dung whic}i is 
so valuable for manure. The (jlovernment has also begun to 
exploiLt he forest wealth of the Andamans and (‘xpects to get 
about Rs. ”)() lakhs a year from tliis source. Moreover, the 
two recent vanamahoisavas led to the planting of six to eight 
crores of trt^es in India. 

^(wkhaU\i Works, Part \ p. I(i7 (Ci. A. Natesan Publication). 

' Moral and Material Progress of India in 1924-2.5, p. 201. 

Moral and Material Progress of India In 1932-3p. 87. 

^Mr. Munshi’s Speech at the Indian Council ol' Agricultural Research 
on ]3ccember 19, 1951. 
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CROP COMPETITIONS 

In 1950 ihe Government of India started a c ompetitio n 
programme t o stimulate interest in agricult ure. In 1950-51, 
14 states participated in the competitions, which were con¬ 
fined to paddy, wheat and potatoes. In four states for which 
figures were given, mc)re than 00,000 participated. The 
highest yield in wheat was 59 maiinds an acre; in padcK 
12,000 lbs. ail acre as against the average yield oi'907 lbs; 
in potatoes 726 maiinds an acre as against the average yield 
ol' 180 maunds. It is interesting to note that Mr. K. Wlliah 
(jownder ol'Thattarnpatti village in Salem District liroke the 
wr)rld record in rice of 9,600 lbs. I)y producing 12,000 1I)S. 
'The All-India Jawahar Shield was presented to tlie village of 
Settirnadamangala, in Mysoie State, which planKxl 60,000 
trees during the 1950 vanamahotsava. 


Section 3* 

RURAL INDEBTEDNESS AND ACiRlCULTURAL 
FINANCE 

rilK ORIGIN AND GROWTH OF RURAL INDEBTEDNESS 

The problem of the iii dehtediiess oi' the Indian peasantry 
b ecame serious sliortl v alter the middle ol the nineteenth 
century. When the establishment of c ivil ( our ts made the 
r ecovery of debts easier , tliere emerged inl'erior money-lenders 
who began to deal wUh a large number of poor agriculturists 
to wdiom credit had not before been available. Speaking ol 
the position in the Punjab in the seventies, M. L. Darling 
says: ‘ I’he mortgage that was rare in the days of the Sikh 
appeared in ev^ery village and by 1878 seven per cent of the 

])rovince was pledged. In this brief space a situation 

developed not unlike that which confronted Solon 2,500 years 
ago Ill the Deccan by about 1890, one-sixth ol the land 
was in the possession of the non-agriculrural classes and half 
of this was mortgaged. In the half-century before the out- 
lireak of the First World War there was a huge increase in 
t he volume of debt , the burden pressing far more heavily on 
small cultivators than on the large. In 1911 Sir Edward 

^ M. L. Darling, The Funjab Feasant hi Frosperity and Debt, p. 173. 
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Maclagiin put the total rural debt in British India at Rs. 300 
rroK's; se\eii years later Darlini* put it at Rs. 600 crores. 
AccordiiiL; to the Central Banking Enquiry Committee which 
reported in 1 931 . the total rural debt was roughly Rs. 900 
crores. The ligures must, however, be taken with great caution 
as the methods employed for ascertaining rural indebtedness 
had many limitations and defects. l)el;t was highest per agri¬ 
culturist in the Punjab, and on the basis of 1028-29 prices it 
amounted to twi ce the valu e of the c:h iel~ crop s. 

"Varimis estimates were made of the increase in the burden 
of debt during the depression, when the aetirc^atc s um was 
reckoned at between l.l^)(]^ajid 2,0(K) crores. I'he rise in 
prices during tiie war years brought about a reduction in 
debt though, as tlie Eamine Erupiirv Commission i‘oiichided 
in 194 j. the l ot of the sma ll landholders di d not then im- 
p ro\e materialK. 'Phose who supplemented their income 
fi'om the laud by other forms oj'labour were betici off. since 
wages were going up. But t enants and a gri( 11 11ural 1 a f)o 1 1 rers 
did not get XLUJl.‘h- relii-» f. Recent rmal indelaedness studies 
in Bombav showed that between 1929 and 1944 reduction WTts 
as much as oO per cent among cultivators of large holdings, 
but among cultivators of holdings of less than five acres it re¬ 
mained small, while in some areas debt increased from nine to 
30 per cent. In Madras likewise, the war-time trend was 
reversed in post-war years. 'I’he lecent increase in debt seems 
to have b(‘en to a large extent for produc tive purpose's. It is 
t/^said that as a result of the abolition of the zamindari system 
and agrarian reforms the poor contrac ted some debt in o rder 
to acquire land riehts , and that the reforms also led to some 
coi 1 traction of credit. 

A close scriiliny of investigations into rural del)t undertaken 
in xarious parts of the country brings home to the historian 
only too powerfiilb' the danger of embarking on any detailed 
comparison of the position with that in other lands. But the 
lact remains that the proportion of unproductive to total deb t 
w as far greate r thaii dscwher 

The causes of rural indebtedness have been much discussed. 
7’he gr owinc' pressure c")n the soil, the e.xcessive s ub-division 
and fr agmentation o(’ holdin gs and the low incom e of the 
cultivators, the de cline of cottage industri es, the i gnorance of 
th e peasant s, soc ial custom s, p rosperitx and _co Tis^q»*^»* 
trava gan ce, the bi jidcn of land revenu e, and the activity c:) f 
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i noncv-leuder s all contributed to the increiise of rural debt. 
'The diflerences among economists about these causes are 
largely difrerenccs of emphasis. It is clear tliat both poverty 
and prosperity liave acted as important causes of peasant in¬ 
debtedness. h.arly in this ctMUury, in his repoi't on prices, 
Datta wrote: *“ In various f)arts r>( India agricultural indel)ted- 
ness has increased in the case of cultivators with small hold¬ 
ings, while another section- the lat ger tenants - lias improved, 
and instead of borrowing money they often lend it to their 
lellows. 'I’aking the class as a wlK)Ie big and small, rich and 
poor together-- the indebtedness ol'the agricullin isl does not 
appear to have incFeasefl’.* But in tlie canal colonies ol' the 
Puniab, during the first two decades of this century, jrrosperity 
becaiiK' a more iin])ortant cause of rural indelrledness than 
poverty. In 191b an in\esiigator wrote about a Bengal 
distjict that: ‘ In the intermediate (‘lass(‘s of those who live 
neither in comiort nor in actual want the percentage seriously 
in debt is very considerable'.* 

Aeeording to the provincial Banking ]'ai(]uiry (>»mmiUees, 
p ast indebtednes s was the peasants’ main rcascin Ifjr 1 lorr ovy - 
iri^ The Committees also loneltided that the iinporlanee of 
expenditure on marriages and domestic ceremonies as a cause 
of indel)tedness was often exaggerated. 

MKASURKS ADOFI ED BY THE UOVF.RNMENT TO PREVEN r 
EXPLOITATION Ol’ THE RYOT BY ITIE MCJNEY-LENDER 

We now pass on to measures taken to grapple* with this 
problem. The earliest Act bearino on rural debt was passed 
in 1879 The Decca n Agriculturists’ Relief Act), after the 
Deccan riots of TJrrf.’"“TirT87^ lOcccan rose 

against I he money-lenders and destroyed many ])ouds and 
accounts. The malpractices of the money-lenders were now 
brought to light, and the Act of 1879 empowered the court 
to consider the history of a debt when a suit about it was 
filed, and to make out an account ol' the money actually due. 
It was decreed that the court could bring down any rale of 
interest which it considered unreasonable, and that the debto r 
s hould not l)e arrested and his land sold unless this was 
s pecifical 1 v pledged. The measure rerjuired agriculturists to 

^ Op, cit.^ p. 162. 

^ J. (y Jack, Economic Life of a Bengal Dislricl, p. 100. 
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execute b onds only in thc-prcseiice of specially appointed villag e 
registrar s, while c reditors must provide accounts and rccei|D ts. 
In the case of suiTjr based on registered deeds the period 
of limitation was extendexl from three to twelve years, and 
for those ])ased on unregistered deeds it was to be six years. 

The Act was a pplied to only Ibur dist r icts of the Bo mbay 
p rovi nce. Acc-ordinm to a cornmitfee \^ich enquired into 
its working twelve vears lat;ei\ the position of the cultivators 
was strengthened in die course of one decade. The import¬ 
ance of the houia was on the wane. I’he Act did not arrest 
th e transfer ot land from the rvots to sowkars , but it s lackened 
i ts"pac ^ Its bad effect was the diniculty it caused theTKiheid 
irioney-lenders, whose honesty was very hard to prove before 
courts seeking to detect dishonesty in all money-lending 
transactions. 

Another attempt to improve the posiiion of the delators was 
the 1899 amendment to the Clontract Act , under which they 
could obtain r elief if they provcxl tliat the money-lender had 
siibiected them to undue pressur e. The measure* was, how¬ 
ever, al most use less, as the iunoraiue of the peasants and the 
urgency ol’their needs prevent'd them from establishing that 
the agreements were unfair. 

In 1918 came the Usurious Loans Act , which empowered 
courts when they (‘onsidered a loan transaction substantially 
unfair and the rate of interest ‘ excessive ’ to reopen it, when 
they were seized of it in any way. ‘ Excessiv e ’ and ‘ unfa ir ’ 
were not defin ed, but the courts were given an indication of 
the factors they should consider. The risk taken by the 
creditor, the debtor’s neediness and other circumstances lead¬ 
ing to the transaction, the various charges beside interest 
made by the creditor, the compound intere^st, if charged, must 
all be examined. An apjendment oJ* tlie Act made in 192(> 
extended it t o cases where r elief Irom mortgaLres was sought T* 

The l ack of* precise definitio n was the measure’s chief flefi- 
ciency, and it was therefore not of much help to the ryot, 
though the provincial banking enquiries showed that the Act 
was not, as the Royal Commission on Agriculture declared 
in 1928. a dead letter. The Central Banking Enquiry Com¬ 
mittee desired the retention of the enactment. Its provisions 
were made more precise by amendments of the Act made in 
Bengal in 1933, in Assam, the Central Provinces, the Punjab 
and the United Provinces in 1934, in Madras in 1937, and 
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III Boml)ay and Bihar in 19!)8. These fixed mnxii-mim rates 
ol interest which could he charged without bringing the 
accusation of usury. 

riic malpractices ol the inoney-lendcis were widely known 
CN'cn in the nineteenlli ceiiiury. "I’he prfivincial banking 
cncjuiry comrnitlei's defined them, and among the most 
('onimf)n of lliem were d emands lor adxances and for pre- 
s cmUs for ()Denin^ ti ansaction s. manipulation of account s, in- 
s crtion in documents of sums kir bevond those act ually made- 
over , taking of t humb-irnpressions on blank papers s o as to 
insert any amtmiu at a later daU‘ if the debtor was not 
regular in discliarging the interest, and l akino oi‘ conditional 
s ale deeds to piovide against evasion of repax inenl bv the 
debtor . 1 he Bihar and Orissa committees pointed out that 
dislionesty was not universal among mon(‘y-lenders, and the 
magnitude o( the e\il was apt to produce an exaggerated 
impression on the courts. 

'flic rate of interest on hians made on good security ranged 
from la to 24 pei* cent during most of the nineteenth century, 
'fhe provincial banking ctmimittees Ibund tliat usually it varied 
I'roiri 12 to 25 per cent: in a lew parts rates ranged even up 
to 300 per cent. Tb. e money-lender was, in the opinion ol‘ 
the coininiltees, * an indispensable leature ol Indian rur al 
economy ’. But as regards the licensing of the money-lenders, 
tlu^ committees were not unanimous. The Punjab and Bom¬ 
bay committees opposed it. while ilie liengal and (lenlral 
Provinces committees advocated it. The Bengal committee 
proposed the abolition of compound interest and tlie revival 
of (iamdupnt. (the principle that payment by way of interest 
should not exctxxl the firincipal). The granting to licensed 
money-lenders of siu h prix ileges as the extension to them of 
the remittance facilities allowed to banks by the Imperial 
Bank of India and to co-operative societie's by the post office, 
and the advance to them of money by joint-stock banks on 
the security of their agricultural paper w^re rec ommended by 
some of the committees. Xo committee proposed the fixing 
of maximum rales of interest. 

In tlic t hirties , pru^ of agricultural products tumbled 
dowTi and the volume ol‘ r ural deljt swelled to an alarmin g^ 
extent. Among measures now taken to arrest the deteriora- 
tTfm in the position of the ryot w-ere measures to regulate 
money-lending. The Punjab blazed the trail with the Regu- 
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lation of Accounts Act of 1^)30, and was followed by a number 
of provinces and slates. 

The Acts dider a <»()()d deal in scope. There is no uniform 
definil ion ol'a money-lender or a loan, nor are rates of interest 
allowed the same. Some Acts do not provide either for re- 
sristration or licensing!,, hut recjuire only the maintenance of 
accounts in a prescribed form and the furnishint^ of receipts 
and statements of accounts from time to time to the debtors. 
There is also no unilorrnity in penalties laid down for vaolat- 
iniij the laws. In th(‘ Orissa Act. a fine is prescri!)ed for infrac¬ 
tion of the prox’ision about keeping accounts; in Bihar the 
punishment may be a fine, imprisonment, or l.)oth. 

The evidence collected on the working of these Acts by the 
Agricultural Oedit Department of the Reserve Bank of India 
points to the conclusion that the action they led to was not 
a success. Some provincial governments stated to tlie Fa¬ 
mine Eiujuiry Commission in 1913 that the regulations led 
to a considerable ( oritraction of' credit. In some states the 
money-lenders evaded the measures to some extent witii the 
collusion of'the borrowers.* The reasons advanced by some of 
the provincial banking committees against the licensing of 
money-l(MKi(‘rs s(‘em to have been confirmed by suliscquent 
experience. 

On this question the Rural Banking Enquiry Committee 
observed rc'cently: ‘ It should be remembered tfiat even the 
attainment - A' targets aiincxl at reaching all credit-worthy ag¬ 
riculturists is expected to take ten years in Bombay, while the 
non-credit-worthy section of the population would apparently 
have to wait quite a long while before institutional machinery 
of any type could reach it. We would suggest, thcu'ei'ore, 
that in irnpleinenting legislation intended to restrict and con¬ 
trol the activitic^s <»f money-lenders. Coverninent should take 
note of the pace at which alternative machinery of a satis¬ 
factory type can be made available to agriculturists. . . 

PROVISION oi*' e.RKorr ^ro thf. agricultttrtst 

We have already quoted the view of the provincial banking 
committees that the mone\'-lender is an indispensable part of 
Indian rural economy. Efforts made to provide peasants 

' A^iimltural Ij’^ishiflon in India. \'ol. I, p. vii. 

“ iii'porl of the Rural Banking Enquiry Committee., p. 52. 
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with alternative sources of credit have not had much success. 



from state fund s. Tlie AjL^riculturists* Lnans Act pro- 

vides s hort-term credi t., while the lo no-term need s of a.iJ:ricul- 
turists are to ])e met under the Land Improvement Loa ns 
Act ( 1883 ). 'The Royal Commission on At^riculture consi¬ 
dered Ihe working of the Acts satisfactory, but this view was 
not shared by the provincial ])anking committees. An im¬ 
portant defect in the administration of* the I.and Improve¬ 
ment Loans Act was the grant of loans for a short peiiod—' 
sometimes of one year—althougli under (he rules loans could 
be advanced lor longer periods of 20 to 3') years. yXdeqiiate 
information about the hicilities provided b\ these Acas was 
often not available to the pr>or ryots, and many agriculturists 
w'ere not even aware that the government was advancing 
monev for agricultural operations. The rules vvei’e kept sec¬ 
ret by many low-paid and corrupt gr)vernmeiit servants. 
However, even a knowledge of the rules did not help the 
cultivator much, as he could have no redtess against galling 
delays in sanctioningapplications for loans, unlair recommenfl- 
ations by district oiricers, and the restricted scope of the rules 
themselves. 'I’lic loans made were sadK' inad(*([uate even for 
the short-term needs of (he agriculiurist. 

In recent vears a number of provincial governments hcive 
adopted a far more liberal policy of granting loans. Tims in 
Madras, under the Tirow More Food’ campaign, loans Iree 
of interest w^ere given against personal security lor the purchase 
of seed and manure. Tn the United Provinces, interest-free 
tfiffari loans were advanced for such varied purposes as land 
drainage, erection of embankments, juirc hase of rattle and 
implements, sinking of w'clls, and so on. It would be a mis¬ 
take, how^ever, to think that all this marked any notable ad¬ 
vance in providing credit to agricullnrisls. It meant little 
more than a scratching ol thc surface. 

DEB'r CONCILIAT!ON ANP SCIAt.INO-DOWN OK PEBTS 

During the depression that set in in 1929, the State adopted 
such measures as the grant of' a moratorium to debtors, the 
creation of machinery for debt conciliation, and compulsory 
scaling-down and liquidation of debt. Measures to stay exe- 
cuiioir of decrees and to forlnd eviction were adopted in the 




K(;f)N()MIC lirSTORY OK KNGLAND AND INDIA [ PT. 11 


3 m 

L'^nited Pr'ovinces in 19:^2, in the CeiitraJ Piovinces in 1934, 
and in Bfunbav in 1938. 'I'he lM)t Conciliation Acts passed 
in a number oV provinces (in Madras in 1936, in the Central 
IVovinr.es in 1933, and in the Punjab in 1934) were similar 
in many important respects. 'Phey provided for the creation 
of Del^t Conciliation Boards of three to nim* meml)ers re- 
presentiiii;* debtf)rs and creditors, and havinjjj a t>wernmeni 
(^fTiccr as iheir chairrnati. * Except in Central l^rovances and 
Madras, co-operative de])ts were excluded from their purview. 
On ai)plication by either party, the Board could call upon 
the creditors to luriiish a statement of the debts tnved. 4’he 
parlies were then called upon to explain their case. In some 
pro\ inces lawyers were allowed. Except in Bengal, the Board 
could only employ persuasion and, ifit succeeded, instalments 
were fix(!d over a period of 1 r> to 20 years, takini> into con¬ 
sideration the del)tor’s payiinj^ capacity. 

A number of delects have been observed in the working of 
these measur(‘s. 'Ehe law tvas sometimes circumvented by 
bogus mortgage deeds, and sometimes evaded by false trans- 
I’ers. In cases of joint debts, no provision was made for set¬ 
tling the debts of* individual debtors when some of* the debtors 
did not apply. Nor did the Act make any provision for the 
punctual repayment of conciliated debts. It w’as also found 
that some conciliation boards were inefiicient and corrupt. 
Ati (Micjuiry into rural indebtedness in Madras in 1946 showed 
that the debt scaled down by conciliation boards from 1939- 
1944 was ‘ too small to be taken seriously’.’ 

It was in 1938 and 1939 that the much-needed principle of 
compulsion was embodied in the laws passed by a number of 
provinces for scaling-down debts and providing for their li¬ 
quidation. The Madras Agriculturists’ Relief Act of 1938,. 
tiie Boml)a\ Agriculturist Debtors’ Relief Act of 1939. and 
the United Provinces Agri('ulturist.s' Debt Redemption Act 
are instances in point. 

Of these measures the Madras Act was the most far-reach¬ 
ing. It wiped off all arrears of interest on pre-depi*ession 
debts (those contracted before October 1st. 1932) and 
fixed a rate of five per cent for post-depression debts (contracted 
between October 1st, 1932, and October 1st, 1937). The Act 
also applied the principle of damdupat to pre-depression debts, 


Report of the Economist for Enquiry into Rural Indebtedness, 1946, p. 52. 
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and fixed a maximum rate of interest of (i ^f) per cent for 
future agricultural debts 

Under the Bombay Act the agriculturists’ debts scaled down 
were to be paid in easy instalments through J3ebt Adjustment 
Boards functioning under the civil courts. The United Pro- 
vinc'es Act laid it down that the creditor was to be paid not 
more than twice the amount ol'the principal borrowed, minus 
all iiaymcnts that had been made to Ihni b\ the debtor. 
Under the ('eiural Provinces and Berar Acts, l)el.)i Relief 
<Viurts were set up and re‘lief to the cU'btor was graded ac¬ 
cording to the eslimated fall in the value of laud. 

As regards the effects ol these measures, it is estimated that 
In Madras only four pei'cent olThe total debt was scaled down 
lietween P)3b and 1943 under the 1938 Ad. This does not 
include cases settled 1)\ parties without gc>ing to court. More¬ 
over, ‘ the decisions ol'the courts on the Act liave also tvhit- 
(led down the lieiudits intended to accrue to the ryots’.^ 'The 
Bojubay Agricultural Credit Organi/ation Committee (Nana- 
vati Committee) of 1947 (bund that liecause of the legislation 
in Bombay ' the normal sources ol huaiue have dried up.’ It 
should be noted that the benefits of the debt i eductions ol the 
'thirties seem to have accrued largely to the big landholdtas. 

UlvSl'RICTlONS ON rilC BORROWKR 

In some provinces restrictions have been imposed on the 
borrower, the most important of tlu^se being the legal restric¬ 
tion on the sale of land. In the Punjab the acquisition of 
over a million acres by money-lenders between 1873 and 1893 
led to the passing of the Land Alienation Act of 1901, w'hich 
came to be called the ‘ Magna Carta of the ryot and two 
vears later a similar measure was passed in Bunde’khand in 
the United Provinces. The Punjab Ac t was applied to the 
chief ancestral cultivating classes of the province. The mem- 
l)crs of these notified tribes were grouped into districts, and 
restrictions were plac ed on sak^s and mortgages by any mem¬ 
ber of a groti]) to a non-member. As regards the effect of 
this measure./the Royal Commission on Agricnltnrc found 
that the area ol agricultural land under mortgage had de¬ 
creased and ‘ the agricultural classes have gained, on ba¬ 
lance, nearly 372.000 acres from non-agriciiltural ’. The 


Uki(L. p. 53. 
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Commission also (oinicl that the Biinddkhand Act was vcn 
much liked by the pcoj)le. A deficiency ol’tlic measure was 
the absence ol'any provision to check tiie ascendancy of the 
villa.t>e money-lender. 'Fhis was remedied by an amendment 
of the Act in 193d. An important criticism of the measure is 
that il prevents the flow' of capital from urban to rural areas, 
and the development o(' auricullure l)y urban people as oc¬ 
curred in Germany. 

The Punjab Act has teccntly been declared void and re¬ 
pugnant to the constitution by the President. The Act was 
said to discriminate against some classes of people. l:A'en 
now' some restrictions continue on transfers to non-agri('ul- 
turists in liornbay, Hyderabad and Madhya Bharat, but the 
term ‘ agriculturist ' is defined as ‘ any person who takes to 
or intends to take to the business of agriculture \ 

THE UESFRX’t: BANK AND AORICTUTURAL CREDIf 

Even in ptoviiues like Bornbax, xvhere co-operation lias 
made much la'aclway. (o-operaiive societi<‘s provide only seven 
to ten per ctmt of the credit needed by agriculturists. The 
role ol'the co-opetatixe societies in nnancing agriculture will 
be discussed in the cliapter on co-operation, 'i'he co-opera¬ 
tive banks ha\(‘ leceixT'd some aid from th(^ Reserve Bank. 
In 1933 the Agricultural (!r(*dit Depai tment of tlie Reser ve 
B ank of India was set up f or the purpose (>1 ~ studx'ing all qit es- 
lions of agricultural credit, olfe rjng expert adx fee to the Gov- 
ernment ancl' lTw^peratixe lianks , and c ()-t)rdinating the op e¬ 
ra Uons oT tiie Bank lor the provisi on of a gricultural cred it 
and it s relati(nis wuth agemaes t or airiTcultiTral fina nce. I'his 
department lias rec ently been cTiTTcf/ed for failing to provide 
sufficient financial aid to the rural areas. This, howwer, was 
liased on inadecjuate appreciation of the responsibilities of the 
Reserx^e Bank as a banker’s bank. 'Phe* Reserve Bank has to 
make available in time of emergency to the scheduled banks 
the funds they have lodged xvith it, and so it has to keep a 
large part of its funds in cash, easily realizable Government 
securities, or I’reasury Bills. As regards the Reserve Bank 
advancing on the collateral of gocjds, that could be done onlx 
xvhere possession could easily" be transferred; in the case of 
agricultural produce that has not been possible. The Reserxe 
Bank does not have branches all over the country for keeping 
such a security. Rece ntly Parliament passed an Act; extend- 
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ini’ the p eii()d ol aTOjiiimodatic)i i by the Reserve B ank lor 
^^ nan(:in.» ajjX KltlJLuiial one.] at if ms iroinTx^cTT^ rt i) fi inonlhs . 

It TTas been sngoested that an Agricultural Finance C^)rpo- 
ration should be institutefl, J'his, however, has not been 
found practirabJe for a nnnil^er of reasons. Since in India 
farming is carried on in very small units, agricultural iinance 
<‘orporati(>ns I'or securing ellicienl administration and super¬ 
vision could be estal.)lished only on a slate basis. Some state 
governmeiUs are afraid that such corjxaations would rival tlie 
co-operative movement whit h lias recenlh' gfil into its stride. 
'The Punjab, Bihar and Orissa governments, in their reply to 
a note prepared by tlie Reserve Bank and cin ulated among 
the state .gox'ernmerils. declared that hnancial corporations 
could not l)e established in the state's because ofdack of f unds. 
West Bengal declared that rinancial corporations came in the 
Union list ol legislative subjects, and so tlie state govcTiiments 
were not competent to start them.* 

rilE RCRAl. HANKING ENOl ’ JK Y C:O M MITT EE 

The Finance Minister, Mr. Dc'shmukh, said in Parliciment: 
" Covermnenl recogni/f'd that the prolilern of agrif ullural 
credit existed in a very serious Jbrni.’ J’fie Rural Banking 
laiquiry (Dimmittee was appointed to consider the problem, 
and it r eported in 1949 . Its chief findings were that indi¬ 
genous liarikers ancl moncN-lenders still plav a significant p art 
iji rural c red it, but ih^^ i mportance and activitie s were gene¬ 
rally on the decline ; the pr ovincial co-operative hanks made 
g ood progress during the war , and in Bombay, Madras and 
the United Provinces attained strong positions; taken as a 
whole the str uctur e «if_rural e()M^emtiA:£_j!iu 
pressivc , pos t office savings ])anks were in is led by the people 
and could 1)C 7icveloped to coirecr tlic' savings of the ru ral 
areas ; with a few t'xceplions co nuneixial hank s liad rmt found 
it possible to go l^ievon d taluka headquarters town s and a lew 
f nandis furthc'r inlan'cTprii ral savings hacL nsen, a margin was 
available lor sa\’ings, and the majbr'part of this was with tlie 
bigger landholders and with some non-agriculturists. 

I'he Ckimmittce declared that proviucial govermneuts 
sliould encourage the formation of innlti-purpose societies liy 
providing the nc'ccssary staff for inspertir>n and supervision. 

^ Parliamentary Debates, 23-11-1950- 
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Ii desired coinmercial banks to play a mreatcr role in the pro- 
\ ision of rural finance, and the Government to play an active 
part in tlic development of'orderly bankinj*. ' The measures 
to he taken by the (iovc'rnment should be such as can be 
implemented immediately and should take note of* the pre¬ 
sent administrative and fmancial limitations. The\ should 
not include the establisliment ol' new oi^ani/ations, or other 
steps irivolviii^ consideral^le additional capital outlay or cur¬ 
rent expenditure," observed the Committee. It held that 
more branches of the Imperial Bank were desirable in the 
interest of the rural aieas as well as of the banking system 
as a whole. ‘ Regular and peTsistent propaganda ’ by Gov¬ 
ernment, and associations ol' banks to educate the people 
in the use of banking facilities, were both acKocated. I’he 
amendment of*existing legislation on mone\-lenders was urged 
with a \ iew to placing coniinercial l)anks on the same fboting 
as the co-operative institutions: the liberalization of remit tame 
facilities, more active promotion of warehousing, special as¬ 
sistance and subsidies to co-operative banks and societies, the 
establishment by the Reserve* Bank of at least one branch or 
odice in e’ach of'tlie major provinc'es, a closer liaison between 
the Reserve Bank and the co-operative banks, the improxe- 
ment of the* organization of the treasuries and sub-treasuries; 
and the increasing of post-office savings banks were soihe of 
the C-ommiltee"s other recommendations. 

dTie (Jadgil (V)mmiitee i lb4,a) and the Agrarian Reforms 
(iommiltee held that the compulsory adjusting of past debt 
was an essential preliminarx to reorganizing agricultural 
finance, but the Rc'seive Bank Enquiry Ck)mmittee decided 
that the time was inopportune for such a step. 'I’hc Rural 
Banking Encjuiry Committee stres.sed the x ital importance of 
rural development, maintaining that the problems of Indian 
agriculture could not be solved piecemeal, but onh by an 
attack along the entire front. 

LAND MOR'rGAOK HANKS 

The pioneer in the starting of land mortgage banks—insti¬ 
tutions f()r the prenision of long-term credit to the agricul¬ 
turist was the Punjal) where in Jhang (now in Pakistan) a 
Land Mortgap* Bank was established in J920^ The land 
mortgage banks oCthat province have not had a bright his¬ 
tory. The Co-operati\e Movement’s Reserve Bank Review 
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for 1939-4() pointed out that they had praciically stopped 
doing any l)usiness and were mainly eollecling overdnesd Their 
hylljre is atiributeil by some to the passing of'tlie J.and Alie¬ 
nation Act, and another cause has l)een the shortcomings 
oI‘directors and lionorary workers. 

In this sj^here oi finance. Madras lias the best reco rd. The 
establishment ol the Provincial Land M ortL>at 2 e Bank in 192 9 
is the first important landmark in the fiislorv of tfiese insti¬ 
tutions. Six years later Ponibay esta))lished a similar central 
institution, and in I93f> Orissa followed suit. Since then, 
apart from .Madras, llie working of land mortgage banks n\ 
India has not made notable strides. During the depressifm 
these banks rendered yeoman service to agric ulturists by pro¬ 
viding them with funds, d'heir utility decreasc*d when in the 
later ’thirties and the war years, owing to debt legislation 
and the spurt of agricultural prices, the debtors were able to 
clear their arrears. 

There has been no unifonyiit\ in the politie s adopted b\' 
the land inoj'lgage banks in the \arious proshices. In Aiad- 
l as loans are given lor a ItxcxJ period of twenty years, in Bom- 
ba>' for five or ten )ears; the Mysort* banks provide both 
short-term and long-lerm credit. The rale of interest was 
per cent in Madras, hi in Bombay, and 7 in Mysore. 
The Agricultural Finance Sub-Committee ((JadgilCommittee) 
expressed tlie view in 1943 that the rale should be reduced to 
4 per cent if agTiciillurists were to make good use of the 
finance. A\'e also find difrcrenc:cs among the provinces in 
methods of' financing land mortgage hanks. Madras, Bom¬ 
bay, Mysore, and Cochin have central land mortgage banks, 
and these sc'cure their finance by floating debenture-^. In the 
Central Prov4nc:c^s, Berar, and Bengal, the work was nnder- 
laken by provincial co-operative banks, and in Bengal no 
debcMitures were issucxi. Bombay and Madras, which issued 
debentures under government guarantee, have set up a sinking 
fund for their redemption. 

In 194(i-48, there was a reversal of the war-time trend, and 
the l)usiness of these* banks expanded. 1 his was due both to 
a rise iu the c:ost of living and to the drying-up of private 
sources of credit after debt relief measures were adopted in a 
number ol pro\'inces. Fresh Joans acKancec! by the hanks as 

’ Jierii w of the Co-of>aath c Moiminit in India ; j> 3!! 
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well as l(^aiis ouistancHiii^ now increased in mosL provinces 
and states. 

I'iie Baiew of ihc Co-operative Movement in 19I6-194H 
declared; ‘ K\en in Madras, thoui^h it is showing signs of 
rev ival from the set-])ack it snlVered during the period of the 
war, it can in no sense be called dynamic’d At the close of 
1943-49, tJie outstanding loans made by all land mortgage 
banks in India came to only Rs. 473 lakhs. In 197)1 there 
v\(‘re 263 primary societies and five central land mortgage 
banks in Inc!ia. 

To C|noie the .same Review ‘ Theii* utility in other fields 
(other than rural indebtedness) and more particularly in the 
field o('land im|)rovein('nt for which tliere is practically an un¬ 
limited scope remains as great as ever.If development 

plans are ( arrieii out and ilie c(j-ordination of several depart¬ 
ments secured, land mortgage banks will play a great and 
worth)’ part in helping the larmers to increase production 
from the land and in making the country self-snificient in the 
matter of liiod 


Section 4. 

LASD lEM RE AND LAND REVENUE 

The three chief tvpes of land tenure in India aie tlm 
/amindari, ryotwari and Mahalwari systems. The\ were 
all b rought into existence* mostly because of revenue consid e- 
rations aftei* experiments which meant considerable liaixlsli’ip 
tiTTIu' rural population. 

THF ZAMINDARI SYSTEM 

'ihe /amindari system became peiinanen t in Bengal in 
1793 . Its adoption was preceded by a number of revenue¬ 
collecting expei iments all of which broke down and brought 
great distress to the people. Before 1772, Englishmen were 
content with supervising the existing revenue-collecting Indian 
staff. In that year a policy of five-v ear leases of districts or 
parts of districts to the highest bidder was adopted, but the 
arrangement proved a dismal failure. This necessitated a 

^ 0f>. (it,, p. liU. 
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(lisaission of a policy of equiialile land settlement. Sir 
1 liiiip Lrancis sui>i»esic(i a permaiicin scitlcnuMU in I77(i, 
biU the people had to endure more liian ten \ ears of haid- 
ship befoic his idea eoiild rnateriali/e. For some \ ears Jands 
wcie given to lax-larmers on annual leases and tlie people 
weu exaspeiated l)\ their exac tions. It ^vas the passing ot 
Pitt s Ind ia Hill In- th.e Fnghsh l*arliaineut in 1784 liu it made 

t tJtptX i Veniem —oj_tlic lan d-re\(aiiie (ollee.tioii possi b!e. 

I wo years later tlie Direc tors (,[ the East India C'ompatiy 
sent a letter to L.ord Cd)rnwallis adxising the pursuit ol'one 
system under watchhil superintendence, 'i’he (ioxernor- 
Gcaieial now din'cted Jolm Shore (later Sir; to undertake an 
enauiry into existing conditions. On the public^ation ol 
Shore s niniutes, a ten-year settlement with the /amindars was 
envisaged, Init on M arch 22nd, 1793 . T.ord Oornwallis made 
h a jjerniaiient set tlenTent desp ite John Shore's opposition t«) 
it. ‘ Ihe arguments ol this able adviser/ writes Baden- 
Powell, "were never reallv' answered 

lh(‘ l\;rmancnl. Settlement was adopted in a lew areas out¬ 
side* Bengal a levs years later. In ] 79a the rir>ve r nment m ade 

set dement with the ehiei’c(.)-sharers in tlie vilfaues ol BeniTn •> 
distrk.t. In Madra s. p( *nnanent settleme nts Tvcil* concludiN-l 
with the polygars- ot Sivaganga, Ramnad and 'I’innevelly 
districts in 17 99-130 Q and with the western polygars in 18b‘i. 
But tliis policy received a cticc k through the exertions ol’ Sir 
IilCUXia, S..Mmiro w ho was in favour ol tln* State making direct 
settlements with the ( 111 tiv’ators. Tn 1 812 , under his inlhience, 
the Court of Directors ordered the adoption ol’ th e lAotwari 
s\su*m for all areas wlu^re ihc zamindari system had not 
c ome into force . 

Under the permanent settlement the assessment was fixed 
approximately at ten-elevenths of w'hat the zamindar rcceixe c^ 
as rent from the tenant s. The Ciovernment declared that no 
additional demand would be made on llie zamindars if there 
was an improvement of their estates. The zamind ars were 
declared proprietors of the areas where they were^ven the 
right <^f revenue collection. The G overnment reserved th e 
ri ght to letrislate for the welfare of the zamindar’s tenan ts. 

In the course of a few decades a large number of defect.^ 


' B. H. Badt*n-Powell, Land Systems of BrHish India. \\)1. I, p. 405. 
“ Polygars Mere pctt\ leudal magnates. 
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bec'ainc apparent in tlie working of the system. 'Fhe ryots 
Avere rack-rented and sometimes evicted witlioiit valid reason, 
riiis was easy as at tlie time of the settlement no record ol 
tlieir rights was made. The e xpectation tliat the /amindars 
would f)e the )imJ ^rs of India in pronmthuj agriculture w as 
jiot: rulfijjed. Neglect of irrigation sTuirces became crnrimon 
jTr~"tTie. /arnindari areas. Most of the /amindars liecame 
absen tee lan dlords . To J*a( ilitate the ccdlectum ol'a large rent 
tlu*/amindars ( l eate d a number of h^ase-holders who, in their 
turn, sub-let laiTcIsT The rloud Commission, appointed by 
the Bengal (iov(‘rnm(‘nt in 1938 to investigate tht! zarnindari 
system. obscTved: ‘ d'he development of ^ aib-infeudation has 
led to a nvemu^ system of immense complexity particularly 
in districts like Bakarganj, where as many as fifteen or twenty 

grades ol tenure holders are not uncommonly Ibund. 

fhere is a notable absence' in Bengal of tliat certainty as to 
the respective rights and obligations of the parlies which a 
sound and satisfactory system ol' land tenure should provide.’ 
A defect of the sNstern was that it inllicted on the Slate an 
annual los.y o£rQTJil?r ’^hich could be put at anything I’rom 
two to eiglit crores in tlie past few decades. Fhe v alue (> !' 
c ro[)s raised m c^ eased greatly in the nineteenth century be- 
cause oTTlie e xei tions of the tenan ts and the i mprovemen ts 
in the methods of transport and irrigation , but the Govern¬ 
ment could not have any share of the increase of wealth in 
the /arnindari (rstates. 

Romesh Dult, in his India Under the Early British Rule, spoke 
ol’ the /arnindari system as a boon to the people of Bengal. 
Compared witli the syst('ms of five-year and one-year leases 
that had existed belbi e it, this system was a tolerable one, but it 
did not jeally produce siuh good results as Dutt asserted. 
His view that tlie system gave protection against famine was 
refuted by the Government of Lord Cur/on. Referring to the 
famine ol' 1897 they wrote: ‘ If the figures of persons in receipt 
of relief in the permanently settled districts of Western Ben¬ 
gal were compared with those of the adjoining temporarily 
settled districts of the north-west provinces, where the con¬ 
ditions were closely similar, it would be found that the per¬ 
centage was more than half as high again in Bihar as in the 
north-w'cst provinces 

* Land Revenue Policy nj the Government of India, 1902, p. 7. 
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Acc:ordiiig to the HoucvO^mmission the /.amiiuiari system 
in ipQs e d ii n . iro n ^framework whi r .li ilip inithitive and 

entcijjr isc of all classes in the yjimindaii are a. I’lie qppre s- 
hion of thc_tenaiits and .s id>tc iiaiits in ihe /amindari estates 
necessitated the passing oF a series ol tenancy Acts. I he 
earliest of these was the R ent Act of 18r) 9 which based the 
right of o ccupancy on the ryot’s ('ontinuous possession of a 
holding for t wcjve yea rs. It also decreed that rents should 
be fail' and ecjuitable and those who failed to pay rent couki 
t^j ected only throimh a court of la w. Uiuier llie Ad an 
increase or rednclion o( rent could l)e claiinerl because ol'an 
increase or decrease in the area or in the value of produce, 
respectively The al) sence of records t o estali lish t he riiih ts 
ol the r\‘ots made it easy to evade die A (;t. Jt was neces¬ 
sary to pas*? in iflfiiji T enanc y Act w hich dc'clared that a ryot 
who had been in jjossessioii of' a hold iim for tw elve years, 
either directly or through inh(Tilanc:e, would gel occupanc y 
r ights . All amending Act passed in 1928 further stre ngthene d 
t he position of tjie ryo ts, especially the liudexrrxyiils. 'fen 
years later tTie TT avnient of extra prescnits was declarc^d illega l 
and ryots were given t he right of free transfer of tlieir holdings , 

Tn Madras, under the Estates Land Act of 1908, which was 
modelled on the Bengal Act of 1885, every ryot who possessed 
rayali. land and every ryot who was admitted to the posses¬ 
sion of land ])y the landlord got a permanent right of 
occupancN'. 

Tn 1 938 the Floud Oanmission a dxocated the replacement 
in BengaTof the /. amindari syste m by the rxotwari system . In 
Madras the Pr aka?fam Clormnitt cH^ prepai ed in 1937 an elabo¬ 
rate rc’port on the systenn. Its chief findings were that the 
rvots, were the real oNAiiers of the soil, and the Pcrrinanenl 
Settlement fixed not only the pnMas/i whicli the /ainindar 
was to pay to the (iovcanmenl. but also the rent which the 
ryot was to pay to tlie zamindar. H hc'se statements were 
severely criticized by some. ITe Committee recommended 
that the Plstatcs T.and Act of 1908 should be replaced as a whol e 
and that a new law sJioiild dcxlare rates ol land revenue, 
fixed in the year previous to the permanent settlement, to 
be fair and equitable rates of land assessment. I'he Com¬ 
mittee suggested the giving of permanent to the ryot .. 


^ Patta —a document which is evidence of possession. 
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wiili land revenue fixed permanently at die pre-permanent 
scitlement rates. A Hill whicli was then imrodneed in the 
Madras I.euislatnre lapsed when the C'on£>ress Ministry re- 
liiKjnislied olliee. 

After Independence a iminbcM' of jmwiiices like Madras, 
the* Ihiited Pro\inc;es. and Bihar have passed laws yiroxiding 
lor the a bolition of the /am indari system. 

Madras pa.ssed the Madras Estates (Abolition and C-onver- 
sion into Ryotwari) Act in 1940 which enaf)led the (Govern¬ 
ment to take over all (^states as defined in the Estates I.and 
Act. except tlie inam villa^c^s, the .t*'rant ol whiefi consisted of 
Liulirnraiii and ?tirlranmi.^ When an estate is taken over 
imdcT i!k‘ Act the ryots arc ipven ryotwari pattas lor tlK‘ir 
hf4dini»s. 'The survey and set dement of estates are made on 
ryotwari principle's and the compensation payable lor them 
is fixed as soon as the settlement is over. Under the Act, 
13^44 /amin estate's, including the biggest estate's of Vi/iana- 
garam, Ramanatha|iuram, Sivaganga, \^enkatagiri, Bobbili, 
.Pilhapiiram and Dc'varakota. 1,453 under-tenure estates, anti 
3j259 itiam estate's have bt'cn notified and most of diem 
taken over. 

i'lie basis lor the' compensation payable to a landholder is 
roughh' one-third ol tlie gross annual ryotwari income and 
miscellaneous re'venue, afte'r dt'ductions in the case of /amin 
and post-settlement unden-te'imre ('state's, and the annual 
gross ryotwari ineome and miscellanc'ous revenue minus cer¬ 
tain deductions in the case oi' inani and prevsettlement under- 
tenure estates. I he total eoinpe'iisation to be paid by the 
Madias (Government has liee'ii fixed at 12-1/2 crores. 'The 
landholder is paid an interim siiiii which will not be deducted 
from the' compensation finally payable. All payments are 
not handed oxer dirc'cth to the landholders, but deposited 
with specially c'oiistitutc'd trilninals which are to apportion 
them among tlie xarions claimants. Up to March 1951, the 

^ Innw^ in< aning reward or l)cnefaction, refers to land granted Ic reward 
jneritorious service. Such grants were niaclt* by the Hindu Rajas and the 
Mogul rulers and hy the East India Cloinpany fluring the early period of 
Il.s rule. Inaiii.'- were to be in jjerprtual and ht redilary occiipatij^n. 

hudivarmn denotes a cultivator’s share in the product* of die land held by 
him as distinguished from the landlord's share. It is the tenant’s right of 
] lermanent oecupaney. 

Mch aram means the landlord's share of the produce. 
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anioiDit ci(‘])osited witli tlie tiihiinals raiiit* to Rs. 217 laklis, 
o( which 17:) lakhs was with the \’izianai>arani Trihuiuil. 
Rccentlv there was some criticism in the Madras I.et»islatiiie 
al)«)ut the woikini>ofdht' tribunals^ 

I lie Ijttar Pradesh Zamindcari Aboliiion Bil l provided 
lor ij radecl conipeiisatiom the coTiiT)eiisation ITemU lar.i;esi lor 
low income.-, and sinallcsi for lart'est incomes. 'The amount 
ol c ompensation to be paid in that state comes to more 
llian 130 croies . 

The Acts passed by some ol' tiie state )eL>islatnres were de¬ 
clared by the Sinjreme CV)m-t to be repnonant to the consti- 
tniiori, and this necessitated the aniendini> ol'the constitution 
Jbr the purpose oreiiforcinti the /amindari abolition lei^islation. 

In the Uttar lHad(‘sh the CJovernment tor)k over alj ilu‘ 
/ aminda ri esDites on July 1932 under the I'ftar IVadesh 
/amincTari AboTTnotTlnul^'U^^ Reli )rms Ac I of 19.31. Bi har. 
Assam, and Madhya Pradesh have also passed laws lor the 
abolition ol' the system. In Pa rt B the sta tes of Madhya 
Bharat, Hyderabad, Sanraslitra and Mv.sore have adopted 
m(‘asurcs ibr the abolition of the /amindari and ja|L>irdari 
systtnns. In 19.30 the BU; La nd ed E s tate Abolit ion Aa was 
passed in Jammu and KashmirTor the abolitionTT"the inter¬ 
mediary interests in laud and for the transfer of land to 
the tiller. 

The question of the amount of compensation and its nature 
fwhether it should be paid in bonds as the Uttar Pradesh 
Bill provided) lia.s been hotly debated. 4 he total propose d 
co mpensatif)!! is estimated to exc (;ed Rs. 3:)0 crores . ('litics 
are not wanting wlio decTare tliat tTie amount is inadecjuate. 
while leftists describe it as an unreasonable and intolerable 
l)urden on the community. As the ^Yhol(* structure is now 
in the melting pot. the (Government is not expected to get 
any appreciable benefit from the abolition for the next twenty 
or thirty years. 

A number of states have recently adopted tenancy legisla¬ 
tion calculated to encourage personal cultiv’ation and prevent 
the evils of landlordism. 

rtlE RYOTWARl SYSTEM 

We have seen that the s pread of llic zamindari system was 
checked by Sir Thomas Miinro. The ryotwari system fi.e. 

^Madras Assembly Debate.s, March 27, 1951. 
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ilie system of makirtg a direct settlement with the cultivating;* 
firoprietor) was introduced only alter the method ol* farming; 
out revenues was tried and found to fail in a number areas 
of llie Madras Province. There was then much discussion 
about a good land settlement, and Sir Thomas Mimro’s exer¬ 
tions resulted in the introduction of the ryotwari system in 
Haramahal, C'anara and the Ceded Districts, and Salem, to¬ 
wards th(' close of'the eighteenth centur\ . After 1800 it w’as 
extended to Malabar, and to Tanjore in 1804. The turn of 
Chittoor came shortly after. In 1820 the system was adopted 
in all the unsettled tracts of the proviiu e. d’lie l and revenu e 
was dete rmined on tlie basis of the produce of an averaiie 
number of yea rs, not on a survey valuation of lands. 

TTie^view' olTlomesh Dutt that Munro desired tlie settle¬ 
ment to be permanent does not seem to be correct. Munro 
was only against a frccjiicnt alteration of the assessment.^ The 
(iovernment was criticized for changing his assessment after 
1862. In view of the evidence a])out th(‘ heaviness of the 
land r(‘V(Mnie provided by a number of ollicials and non- 
ofhcials. it is dilTK iilt to assert that it was not a great burden, 
at least in some tracts. But the view of tlur ( Jovernment that 
' il* p<rrmaneucy had been established it would have ruined 
the ryot owing to the weight and iiu'Cjuality of the assess¬ 
ments ’ seems to have much truth. In j880 Lord Kipon in- 
Inxluced tlie slidinu-scale in land-revonue , making it depen d 
o n prices. rhe cilteratif)ii of this arrang(^ment after the de¬ 
parture of Ripon entailed difliculties Ibr the ryot. 

I’he introduction of the ryotwari system in Bomb ay was 
the work of' C hildsmid and VVi nga te. Before tliem TVingle 
had made a settlemenT. His principles of classification seem 
to be l)etter than those adopted by his successors, but his ai- 
rangernents failed because they coincided with a period of 
bad seasons and rapidly tumbling prices. In 1835 a resurvey 
was made by ( Joldsinid and Wingate. Their method w^as to 
determine tlie total demand for an ar(*a by a consideration 
of its revenue and economic history, and to distribute it over 
individual survey numbers on the basis ol' soil classifications 
which they made. In Madras the assessme nts were based 
on accurate calculation s a bout soils , g r^n vafi ic, c ost of cult i¬ 
vation , and so on; but in Bomb ay, seftlement was based on 


'Resolution bv the Board of Revenue, Madras, No. .542, b-12-1900. 
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‘ t he subjective inipressipn s oi local kiiovvlecljue and experience ^ 
which the settiemenl officer had. FnTtHe elTpmm waTat- 
leiiclecl with greaiei* success tiuiii in Madras, and il did not 
])rove prejudicial to the interests of the ryots. 

I he se_Ul£merit was fixed for iliirty \ (*at*s and r evisefl in 
18(ih- The new assessments, wliich v\ei(‘ higher owint> to thc' 
cotton boom, scarcely allowed the ryot a sul)sislence inarinin, 
and were one of the causes of the riots which ])la/ed up in 
the Deccau in 1874. 

Iwo v ariants o(‘ the rvotwaii syste m are the Malabar .md 
(he Assam ten nr e^s. In Malabar there lias been a complicated 
tenancy system. 4’he landlord is called lanmi and his tenants 
may be of three' types:—the kavoyndar. the knrjukaiiajfidar and 
the vmnnimilamdnr. Kanam is desciibed as " Tnorlt’a<;e with 
j)Ossession ’ (e.g. the kanaindar who advances money to liis 
landlord recovers the interest on the amount from the pro¬ 
duce of th(* land and pa\s a portion of* the net profits as rent 
to the landlord^ Thus it wears two aspects, that of a lease 
and that of a mort.i’a.i’e, one of which may preponderate. 
'The Ku.'hikanatyi is mortgage of waste land for the purpose of 
hringing- it under the plough. The tenant can be dispossessed 
r)elore the lease expires if he has failed to plant the land. 
Verumpallam is an ordinary lease for one year. 

'I’he origin of the ‘ janmarn ’ and 'kanam’ has been a 
\excd cpiestion. According to the mai(nity of tlu* Malal;)ar 
I'enancy Committee of 1940 the kanayndar was the original 
owner and tlic Jaryyyii was only a sort of ' overlord '. 

As early as 182f) the Maharaja f)f 4Va\atu'ore laid il down 
that the kamwidar, by established usage, was entitled to be in 
possession of land so long as he was punctual in discharging 
the rent and customary dues to the Jaymii. .I’his v'as later 
reafBrmed. In Madras in 1980 an Act conferred fix ity of 
tenure on the tenants. In 1951 the Madras legislature passed 
tlie Malabar 4 eiumcy (Amendment) Aet_ for protcctingj x 
t enarirTroin eviction witiiin the customary' lease period of 
t welve year s. It abolished the fee for the renewal ot lease 
and reduced the rent to 50 per cent of the net produce. 

In Assam much land is held on an annually renewed per¬ 
mit, or on a lease, the term of which is less than ten years. 
The proprietors have been the Permanent Settlement land¬ 
holders of the older Bengal districts and a few' other perma¬ 
nent cultivators w'hose title to land was based on occupation 
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of land lor ten years prior to tlie Regulation of 1886, or on 
lease or s;rant ol*settlement Jbr ten years after that re‘^nlation. 
'rea-t;ardeii o\\’ners liold their gardens on lease for loni> periods 
at low rates of assessment. 

I’lIK MAIIAIAVARl SETTi EMENl'S IN NORTHERN INOtA 

In die time ol Lord William Bentinek a reo'ulation promiil- 
<;ated alter a eonferenee held in 1833 fixed the St ate deriia iid 
in the non-pe rinanen tlv settled tracts ol north Incha m ()6j:)er 
ctmToTniie rental. lvrertUns~Tl^TTnr~\vli^ was entrust(‘d with 
the work oT settlement, made it with the tnJukdars of Oiidh. 
and the co-sharers in th(‘ other villages of the province. J’he 
sympathetic spirit which informed his work bron^ht imu li 
rcller to the peasantiy. 

The land lax was reduced from 66 if» ">() per cent of tlie 
net produce or the net rental of an esiate iniaftal) under tlie 
Saharanpur rule' of 1833. 'I’his became the liasis ol' land 
revenue in the non-pennanently setth'd areas in India. 'I’o- 
<la\ , in some of the niafialwari estates, land revenue is less tlian 
23 p('r cent (jf the. net assets. 

l/nder the Malialwari s\stem, also found in the Punjab, 
the co-sharers are held jointly and s('veraily responsible for the' 
land revenue. Lhe land revenue is fixed for an estate (niahal). 
In actual practic e in the Punjab the co-sharenf land revenue 
can be separaieb recovered. The seitleme'nt operations are 
mostly carried out on the lines of the ryolwari system. 

LAND REVENUE IN I’llE PRI SENT CENTURY 

The criticisms of the (iovernment's land revenue policy,, 
unned by Romesh Dutt and others towards the close of the 
last century, led to a deta iled (icnernment enquiry i nt^and 
l evenu e in the dilferent pr oviiues. on the~basis of wEich the 
(rbvemment ol India issuecTirresoliitibn in 1902. It declared: 

* Lhat in areas where the State receives its land revenue from 
landlords, prouressive moderation is the keynote of the policy 
of ( jovernment. and that tlie standard of 30 per c ent of the 
assets is onc' which is almost uniformlv observed and is more 
oftc'u departed from on the side cT dehcitajcy than of excess’. 
4\venty-tw'o years later the I'axation Lnciuiry Committee 
recorded that while yjrices rose by 117 per cent between 
1903-04 and 1923-24, land revenue rose only by 20 per cent, 
and that part of this incrc'ase must be attributed to an expan- 
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sion by seven per cent in the area sown^ After the First World 
War, land revenue ceased to be the most important source 
ol India s revenue, and was largely exceeded bv customs. 

In the years that followed the' First World War, certain 
provinces passed laws or framed regulations increasing the 
period })etw'een resettlements commonly from 30 to 40 years, 
limiting the enhancement that could be eflecled at aiiv re¬ 
settlement (the maximum increase fixed in Madras was 18;; 
per cent) and restricting the percentage of the net assets of 
the land that could be appropriated by w^ay of land rcrveniie 
(limits imposc'd in the United Provinces were 30 per cent 
minimum and 40 per cent inaxinuirn). 

As regards the burden of land revenue as compared v\’iih 
the pre-British days, there have been differences of opinion. 
Those W'ho support the present system point out that the bur¬ 
den of land revenue per ac re as well as per head is uow low 
compared with the burden in pre-Britisli ciax’s Fhey also argue 
that the land revenue is a rent, not a lax. and therefore it 
does not enter into the cost of‘ production and affect the 
prosperity of'the tiller. As against these arguntents it is urged 
that in Mogul times the land revenue was often collectt^cl in 
kind and therefore, it conformed better to ‘ al)ilit\' to pay’. 
Some hold that the land revenue is a tax and not a rent since 
it is a compulsory levy of the (joveTiimcnt and is periodically 
collected. The land revenue exhibit s tlie characteristics of 
both. It may be called a rent m vicw ^ of the fact that almost 
all lands have to pav it. that it is not based on a progres sive 
principle , and that it is in some provinces levied in addition 
to an agricultural income-tax. Dr. Anstey points out that it 
W’oiild be best to regard it as a tax on rent . 

In the Punjab in 1933, the principle of the sliding->calc was 
adopted fixing the maximum rate that the Government could 
take in a period of forty years; but the Ciovernment varied, 
below' this limit, the actual rate ( (dlectcd acetnding to changes 
in prices. This system caused some difficulty ff)r the land¬ 
holder in a time of falling prices, as in granting remissions 
only his gross and not net income was taken into account. 

In 1939 the Bombay Land Revenue Code introduced the 
sliding-scale principle into the land revenue s\'slem and there¬ 
by satisfied the long demand for flexibility. 

^ Report of the Taxation Enquiry Comniittr<*, p. 7H. 
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The l*aucl Revenue Reforms Committee, set up by the 
Madras Ch)vernmenl, observed in their Second Report, pub¬ 
lished in 19")!: ‘ In principle, instead ol'periodical resettle¬ 
ments as in the past, a simple and easily imdcrstandable 
system of slidini; scale of assessment based on the standard 
assessiTienl should be accepted, namely, with reference to 
suitable points in a rant>(‘ of price-levels, surchars^es should 
()e leviable when prices beyond the higher point, and re¬ 
bates should be ,<;iven when prices i;o below the lower point/ 
ll lias also d(‘clar(‘d attainst i»ivin<’- any ex(Mnptif)n from assess¬ 
ment to any class of small holdings, since the level of general 
assessments proposed would not be a burden even on them. 

' band revenue should now com(‘ tf) be looked upon not so 
much as an exaction \ the ('ommittee asserts, ‘but as a 
contribution by the landholders towards the growing govern¬ 
mental expenditure of a Welfare State'. Vhey hold that it is 
necessary to supca'-irnpose an element of' progression on the 
land revenue structure and think that this could be \\ell 
achieved 1)\ the levy of an agricultural incomc'-tax. I’hey 
are also in huoiir of the levy of a spec ial charge on commer¬ 
cial or other valuable crops ovei* and above a surcharge on 
larger holdings and the agricultural incorncvtax. This le\'y, 
the\ suggest, should l)e made onb if the yield is above a 
certain limit. 

ini: MALcrzARi sysikm in riiF central i>rovincI’:s 

In the (’eiiual lVo\inces the tnal<]^uz(n\ who had been in 
the pre-British days a tax-lhrmer, was made responsible by 
the British foi- the c'ollc'c'tion of land revenue in his estate 
or inahal. d’he system in the Central Provinces is different 
from the other systcTris that have been described. The essential 
leature of it can be understood only with referemee to the 
tenures on ^vhich the' land is lield by tlic* tenants of the 7 nal- 
CJ//CC7/.V. r iiree classes of tenant s were recognized. The r ent s 
of the ab solute occupancy tenants were f ixed b \^ the settle¬ 
ment officer and remained u naIteraI)le during the currency 
of a settlement, d’his right w^mad(" TuVritaI)ie an d tnxfisfer - 
al)le subject to pre-emption by the mabnt.'j'a r. The settlement 
olTicers fixed tlie rents payable by thc%j ccupancy tenan ts also, 
but these could be re vised every ten ye ars. The right c ould 
be transferre d, subject to the pa yment of consent mone y, to 
the rnalguzor. The third type of tenants wqyg the t enants-at- 
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\v^l who worked o n ihc tm/^uzcir^s honie-farm and we:re rack- 
rented. 'J"he imporlariTleaUiTe (TfTlIFsysfm^^ thus the fixa¬ 
tion of rents payable by a large section of the tenants. 

S\ MMARY 

Section 1. 

Irrigation in tlic Xim teenth Cnitury :— 

'I’he Indian irrigation system compared well with that of 
other lands even by 1880. Between 1838 and 1880 Sir Arthur 
Ckitton was constructing or improving a number of pnijects 
in South India. In that period (’(ilonel Baird Smith and 
Robert Smith were engag(‘d in repairing canals in north India. 

Private enterprise in these years fail(‘d. and Lord l.awrence 
decided on a policy of (Government construction of irrigation 
projects. 

Sir .Arthur Cotton failed to obtain the sanction of the British 
Parliament for constructing a network of canals in India. 

The Famine Commission of 1880 recommended the con¬ 
struction of a number of protective works. These W'ere con¬ 
structed in the nineteenth century in the Bombay-Dcccan 
and Bundelkhand. 

'Towards the close of the century the creation of the canal 
colonies of the Punjab had begun. In the first two decades 
of the century more progress w as made in this direction. 

The hrioaiion Commission and the Great Dams :— 

1901---The Royal Commission on Trrigatif)n sketched out 
a programme of major w orks w hich w^as soon taken up. Since 
then a number of giant projects like the Mettur Project and 
the Sukkur Barrage have been completed. .\ n imber of’ 
multi-purpose projects are now under lonstruction. 

Irrigation Finance :— 

1919—Irrigation became a reserved provincial subject. In 
1921 irrigation works came to be divided into productive and 
unproductive categories. 

Irrigation Orgonizalion and Research :— 

Since 1926 a number of organi/ations such as the Central 
Bureau of Irrigation have been created. Notable progress 
has been made in irrigation research. 
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Well and Tank Irri^alion :— 

The increase wells in this century has not been striking. 
Recently tube-wells have been constructed, especially in 
the United Provinces. Madras has the lirst place in tank 
irrigation. 

The. Results of Irrination: — 

Irrigation projects have brought the country a numl^er of 
Ixaiefits such as increasing the yield of the land, producing 
power, and bringing a good return to the (iovcniTncnt. But 
in sorn(‘ areas they have produced soil erosion and water¬ 
logging. 

Section 2. 

Aiiriciilhiral Research : 

1870-1 tl80 -'l he Government started experimental gardens. 
After 1880 the GoNcnirnent started botanical gardens. 

T'lie hamine Commission of 1880 strongly advocated the 
formation of agiicultural departments, central and provincial, 
and this was done. 

1893—Dr. Voclcker published a \'aluable report on agri¬ 
culture, advocating development in accordance with local 
conditions. 

190;’)—Lord Cau/on started the Pusci Research Institute. 

1919-- Agriculture became a provincial subject. 

1928— A Royal Commission on Agriculture was appointed 
and its report liecame a Bil)le for students of Indian rural 
economics. 

1929— d’he Imperial C-ouucil of Agricultural Research was 
set up. Since then a number of research institutes have been 
created. 

The Grow More Fond Gampai<fn: . 

riiis was launched in 1943. An important aim of the 
scheme was the reclamation of w-aste lands. The campaign 
was conducted in a half-hearted manner. 

I hc Provincial Departments :— 

Before 1935 their principal work was demonstration and 
propaganda. Since then, their activities have been consider¬ 
ably widened. 
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The Five J'cnr Plan :— 

The Plan prepared in 1^31 rhielly aims ai aoricnhurai de- 
velf)pmeril. It provides ior an txpenditnre of Rs. on 

irrii;alion and power and rwi a^rieidlnral and rural 

development. 

A i^ricidtnrol Education :— 

llic pro,^ress aeliiiv ed lias not been striking. The Lhiivei- 
sity Ckmimission lias re'coniinended dial aurieuhnral <'duca- 
tion should he niad(‘ a ‘ major national issue*. 

Snh-dirision and Fraginenlafion nf HohUni^s :— 

In some provinees .Acts }iav(‘ been passed to cheek this e\ il. 
Examples are the (Vntral Provinces (lonsolidalion nl Hold¬ 
ings Act (192d)i^ the I'liitcd Proxinees Act ol‘ 1939, and the 
Bombay Act ol' 19-17. U'ork iindcT tlie recent Acts has 
only just b(*gnn. 

Agricidlnral 3 farJuding :— 

In the ’twenties and Ahiriies regulated markets were set 
up in a number of proxinces, but these liave been nnsatis- 
laetory. In 1939 a C'eritral and a Provincial marketing staff 
xvere created. 

Rural Development and W elf arc :— 

Except for isolated efforts, progress has so far lieen dis¬ 
appointing. i he Government of India has recently inaugu¬ 
rated a Community Project Sclieme. 

Forest Policy :— 

Forest conservation began in the lime of* Lord Dalhousie. 
Glider the Montfind lefbnns forests l:)ecame a transferred 
provincial subject. Aow forests are receiving much greater 
attention from the Government. In 1950 a C^entral Board 
of Forestry was created. 

Section 3. 

The Origin and Growth of Rural Indebtedness: . 

'The problem became serious shortly after the middle of 
the nineteenth century when the civil courts facilitated the 
recovery of debts. There xvas a big increase in debt in the 
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Iuili-(xritiiry before tlie I’irst World War and in the depres¬ 
sion that set in in 1929, Both poverty and prosperity have 
been causes of indebtedness. 

Measures adofded by the Governnieni to prevent exploitation of the 
ryot by the tuotiey-lender — 

'riie Deccan riots of 1874 led to the passing of the Deccan 
Agriculturists’ Relief Act of I {>78. 4'his empowered the court 
to reduce a rate of interest which seemed unfair and forbade 
the arrest of' the debtor and the sale of his land unless speci¬ 
fically pledged. 

I'nder the Usurious Loans Act the courts could reopen a 
loan transaction which seemed substantially unfair when they 
were seized of it. Its provisions were made more precise by 
provincial amendments in the thirties. 

Lo regulate money-lending. Acts have been passed in a 
number of'provinces, e.g. Regulation of Accounts Act of the 
Punjal). I'liese have not been very effective. 

Provision of'Cdedit to AiiriadturisLs: 

Lhider the Agriculturists’ Loans Act (1884) and the Land 
Improvement I.oans Act (1883) the (Government can lend to 
the agriculturist. Recently the grant of tagnvi loans has 
l)een more liberal. 

Debt Cdmciliatum and Sea Hug-down of Debts: — 

In the ’thirties Debt Clonciliation Acts were passed in a 
number of provinces and debt conciliation boards were set 
up. But the del.)t scaled down w-as very small. Moreover^ 
Acts such as the Madras Agriculturists’ Relief Act of 1938 
were passed for scaling dowTi debts and ensuring their liqni- 
datif)n. The amount so scaled down has been small. 

Restrictions on the Borrower: 

riie chief restriction is on the transfer of' land. The Pun¬ 
jab l.and Alienation Act of 1901 enforced this. 'I’his, however, 
prevented the flow of capital from urban to rural areas. 

The Reserve Bank and As^ricultural Credit:- - 

rhe Agricultural Oedit Department of the Bank is not 
able to assist the agriculturists much because of the Reserve 
Bank's responsibilities as the bankers’ bank. 
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The RurnJ Bonkimi inquiry CommtU c ;■ - - 

I lie iniportaTil rccomincnclalions oj ihis wliicli 

ix'porled in 1949, are tlie lorniatinn ol iniilti-pnrpose co-opc- 
rativt* societies, extension ol joint-stock bankinu; to the rural 
arc-as, educ ation of the people in the use ori)ankino lac ilities, 
and the c'stablisluncait b) llic* F^eserve Hank of at least one 
branc h c)r olliee in each r)r the major prcj\ inces. 

The Land Morioaiic Banks :— 

'Fhe pionc^er in this respect was the Punjab, A\hei'e a bank 
was started in 1920. Madras has produced the best rc'cord 
in tills sphere. Between 1939 and 194G the business ol‘ the' 
banks eontractcxl as a result c>l dcdit legislation and irnjirovc*- 
ments in the position of the lyol. In 1940-48 their lousiness 
expanded. No uniformity is seen in the polic ies of the banks 
in the various prcjvinces. 'rhe> can do much iT the\ turn to 
land improvement. 

Section 4. 

The Zemindar} Tenure :— 

Pitt’s India Act ol' 1784 made improvement of the land 
revenue system cjf Bengal possible'. In 1793 (lornwallis made 
the ten-year settlement wliich he had concluded \\itli ilic 
zamindars permanent. 

rhe I\^rmanent Settlenumt was extended to parts of the 
United Provinces and in 1799-1800 to parts of the Madras 
Province. Its further extension was checked liy Sir 'rhc)mas 
Munro, the champion of the ryotwari system. I. fider the 
/aminchiri svstc'in. land assessment was h.xed at ten-elevenths 
of what the zamindar recc'ivcxl as l ent from the tenants. 

The zarnindars became absentee landlords and tlie system 
lc‘d to the evils of sub-inleudation and rack-renting. 'To pro¬ 
tect the tenants a series ol Acts, such as the Maclras Estates 
Land Act of 1908, was passed. 

In 1938, the Idoud Uoinmission advocaUxl the abolition of 
the system in Bengal, and in 1937 the Prakasarn CknuinitUM'. 
proposed its aboliticni in Madras. 

The abolition took place after Indepc'iidence. The to¬ 
tal compensation to be paid to the zarnindars exceeds 3a0 
crores of rupee's. 
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The Ryotwari Syslem: - - 

riiis was adopted in Madras t(»wards die close of the 
eighteentli and early nineteenth centuries, thanks to Mnnro. 
In Hornliay in lu.io Goldsinid and Wingate established the 
systeni. I wo variants of the system aie the Malabar and 
tlie >\ssain leniii(‘s. 

The Mahdlwari Sett I email of Worth Inrlia :— 

In north India settlements with co-sharers in villages were 
made by Mertlins bird, d’he assessments were reduced Iroin 
bb to hO per c(‘nt. under the Sarahanpur rule of 180 ."). rhe 
co-sharers aie joindy and severally res]X)nsible for the land 
reven i jc. 

Land Revalue in the Prevail (ientnry: 

In the inttT-war yeais the period of scMthanents was ex¬ 
tended from 30 to 40 years in a numlier of pro\in('Cs. In 
some provinces the sliding-scale principh* has Ix'en adopted. 

The. Wlalgu zari SysLcrn in the Central Provinces: • 

Under this system not only the amount wliich die mal^iurjir 
.should pa\ to the (jovernment, but the rent whicli the ten¬ 
ants of the maloiizar should pay to him are fixed. 

CniF.r Dates 

1793 Permanent Settlement in Bengal. 

1799-1800—A'lunro’s Settlements in Madras. 

I83.a— Ryotwari Settlement in Bomba\' by Goldsmid 
and Wingate. 

1855—Sarahanpur Rules. 

1874" 4 he Deccan Riots. 

1878—The Deccan Agriculturists’ Relief Act. 

Select CVimmitiee of Parliament on Public Works 
of India. 

1880 —I’lie Famine Commission. 

1883— The Land Improvement Loans Act. 

1884— I’he Agriculturists’ Loans Act. 

1885— Tlie Bengal Tenancy Act. 

1893—Dr. Voelckcr’s Report. 

1901 “Royal Ccirnrni.ssion on Irrigation. 

Punjab Land Alienation Act. 
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1905—Institute of Agricultural Research established at 
Pusa. 

1900 Madras Estates Land Act. 

1918—'Phc Usurious Loans Act. 

1920 Royal Commission on Agriculture. 

1929—Imperial Council ^)f Agricultural Research. 

1935 Establishment of the Agricultural Cre^dit Depart¬ 
ment of the Reserv^e Bank of India. 

19‘37 -The Prakasam Committee in Madras. 

1938---The Ploud Commission in Bengal. 

Tlie Madras Agriculturists’ Relief Act. 

1948 The Madras Estates (Abolition and Conversion 
into R\oivvari) Act. 

19'49 Rural Banking Enquiry Committee reports. 


D 




C^HAPTER 


INDUSTRIAL DEVELOPMENT IN INDIA 

A (5ENERAI. SURVEY 

INDUSTRIAL DEVELOI’MKNT I’E TO 1919 

It lias aheadl^een said that tlie development of i acto rv 
i ndust ries in India d id no t, as in England, ( ollow on im - 
medlately after the deca y of handicr afts.. Factories wer(‘ 
startexl in a nunifier of provinces about the mitldle of the 
nineteenth century. By the e nd of the cent ury s ome p ro¬ 
gress had been made in the manufacture of cotton and jute , 
the working of coal and g old mi nes, in tea j;^nUU()ns and the 
k erosene indust ry'; only a l ittle, arlvan c e had been made in 
sugar rcfiniiiy . oil press!iru . ir on minin g, p a per-making, woo l 
and s ilk rn anuiacture and glas s, l eat her go^s aiul metal 
manufacu Tre.^ According to the 1 901 . cens,u s. a little abrivc 
one per (T»n t of the population was then ^pph.wt^d. hi 
Iwen b\^ the time that the Industrial Commission reported, 
not much progress had been made. 'The Industrial Com¬ 
mission remarked: ‘ India produces more than 3,000,000 tons 
of raw sugar a year, and in addition imports manufactured 
sugar to the value oJ'Rs. 13 crores, yet the value of the sugar 
niachiner\ imported was only a little over 4.7 lakhs. Simi¬ 
larly oil-seeds worth nearly’ Rs. 25 crores were exported; but 
oil-crushing and refining plant to the value of only three lakhs 
of rupees was imported. 'I'hese figures are significant of the 
exiguity’ of the efiTorts hitherto made in India to replace 
imported articles by the manufacture of indigenous raw' 
materials 

The Industrial Ckimmission mentioned a number of defi ¬ 
ciencies in the indirial_j^l^ t oL India, amongst 

others, sc arcity of capita l, negl ect of industries based on tecl i- 
nical s cience , tlie i nade qu< ite manufactur e fifjnctals, c hemi - 
cals, v egetable and animal product s, c ement, and soap, and 

* Spfrrh of Kale at llic Fourth Indian Industrial Conference* in Madras, 
1908 . 
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f ailure to produce machine tools , st eam eni>ines, bQikrgj oil. 
a nd uas enfaille s> hy draulic pn^sses . and h eavy cranes . ‘ India 
can build a small marine engine and turn out a locomotive’, 
it stated, ‘ provided certain essential parts are obtained 
from abroad, but she* has not a machine to make nails or 
screws, nor can she manufacture the essential parts of elec¬ 
trical machinery. 'I’he list of industries, which, though 

their products are essential alike in peace and war, are lack¬ 
ing in this country, is lengthy and almost ominous’.^ 

DEFICIENCIES IN INDIANS INDUS'l'KIAL DEVELOPMENT 
SINCE 1918 

Since 1919 in dustries have developed to a considerable ex¬ 
tent, l)ut th(‘ir grow’tli has not meant any major cliange in 
India’s ec onomy. The country continues to be predominant- 
ly agricultural, and the pressure of j)opuIation on the land is 
causing growing concern. The following table demonstrates 
the country’s deficiency by showing the difference between 
present capacity and llie five-year target laid down by the 
Industrial Panels appointed by the Government of India 


Industry 

Unit 

Present 

capacity 

Five-year 

Target 

Steel 

Heavy Chemicals: 

000 tons 

1,264 

2,500 

{a) Sulphuric acid 

T? 

100 

152 

{b) Soda ash 
Non-ferrotfs metals : 

(a) Copper manu¬ 

5J 

54 

270 

factures 

,, 

25 

41 

(h) Lead 

{(') Aluminium 

tons 

100 

12,000 

ingots 


2,400 

15,000 

Cement 

Glass : 

[a) Beads and 

000 tons 

2,100 

5,000 

pearls 

tons 

120 

4,200 


^Report of the Industrial Commission, p. 55. 
“Report of the Fiscal Commission (1950), p. 33. 
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Industr) 

l.biit 

Present 

capacity 

Five-year 

7’arget 

(//) Sheet glass 

mn. s(j. ft. 

20 

42 

(V) Plate and 

flowered glass 


nil 

3‘7 

Paper Hoards: 

(rt; All types of pa¬ 
per other than 
newsprint 

000 tons 

9(> i 

IfiO 

{h) Newsprint 


nil 1 

2(i 

if) All types of 

board paper 


24 

75 

Paints & enamels 

,, 

50 

100 

Ceramics: 

{a) VVhite-ware 

tons 

5.000 

0.708 

[h) Slone-ware 


5,400 

0,48t» 

Cotton textiles 

(mill cloth) 

mn. yds. 

4,800 

7,200 

Snj[far 

000 ions 

1.400 

1,000 

Soap 


180 

300 


By about 19’)(), only 2 0 million people; were employe d in 
organized industries. According to the 1949 census of manu- 
lactiires. tlie Mat ional income from industr ies was Rs. 2()0 
crore s. There were 0,257 factorie s, representing 29 impo rt¬ 
a nt industrie s. The total investment in them in fixed capital 
came to Rs. 177'G crores. 

In llie intcr-v^'ar years protection fostered a number of in¬ 
dustries, and today India takes lier yjlace a mong,the te n 
le ading countries of the world fo r the \ o]ume and variety of 
output ol her manuhictured goods. She has certain iriajo r 
industries siicli as the manufacture ol c oUon text iles, s ugar . 
cx-rneiU and jute , though later chapters will show that tlie 
productive elliciency of these industries is low compared with 
that ol some other lands. Moreover, the deficiency which 
the Industrial Commission pointed out in the production of 
machinery and machine tools, and in the engineering and 
metallurgical industries, persists even today. India requires 
machine tools worth about 10 crores e\'cry year, whereas in- 
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ciii>enous pn)du(Ti()n by the 15 existing fac tories accounts for 
f)nly Rs. 30 lakhs. During the Sc!cond World War there was 
some* progioss in liiis direction but it has since s]ac:kened. 
Some firms wcie lost to India through the partition of the 
('oimtry. Tlie existing factories lac:k u]>to-(iate equipment, 
and tools produced by tlumi are unsuitable lor first-class 
railway workshops and ordnance' factories. J’he (Government 
I>1'India has recently planned to collaborate with the Sy^Jss 
( Government in a sch em e f or removing this deficiency. 

'rhough India has made consider a ble head\vay "~in tlie pro¬ 
duction of such e jectrical goods as transformers, electric mo¬ 
tors, switchgear, cables and wires, dry cells, electrical ac¬ 
cessories, conduit pipe's, fans and lamps, and in several cases 
is now’ actually self-suflicient, she still i mports all tlie heav y 
c‘I cctrical plant she n eeds. 

And so far India has n ot iiiade appreciable pro gress in 
developing the heavy chcmic:al industr y which is so \’ital in 
thc^se days. Her per c apita consumptio n of stc'el is only eigh t lbs, 
a year as compared with 8()0 T1)s. liTlTuT’TTnTted Stales, 5^0 
in the United Kingdom, and 470 in Australia. Her annual 
c c'ment consumpti on of 11 lbs , per capita compares ill with 
'I'urkew’s 29, Hungary’s 42, France’s 162 and England’s 
260 lbs. 'fhe per capita consumption of coal in India is 07 
tons ; in the United States it is 4 ,7. The figure for salt in 
India is 12 lb s., th e lowest in the w’or ld. The figure fbr”paper 
b oards and pape r is 1 • 4 lbs , whereas the per c apita consump¬ 
tion in the UniU'd Kingdom is 150. in Canada 175 and the 
United Statc^^s over 300. 1 ndia’s per capita consumption cT sul- 

p huric ac id is 400 times lower than that of the United States. 


THE SECCJND WORLD WAR AND AE7 ER 


During the Second World War, a number of new indu s- 
Irit's which are important even in peace-time were started or 
develcjped to some extent, and there was cc;nsiderable diver- 
sific:ation of production. Some of the imp(^rtant industries 


then started were f erro-allov s, n on-ferrous meta ls and metal- 
fa b ricatin ir industri es, mechanical industries such as the manu- 
f diesel engines, pumps, bievek^s, sewing machines. 
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bt'en i nconsidera ble. Investment also began in plastics, rayon 
and yarn, arid several of these industries have been granted 
protectio n since the war. 

A beginning was also made in de veloping the manu f actu re 
ol' t extile mac hinery. The Textile iVIachinery Corporation 
Ltd., Gwalior, was producing 2,700 looms a year and it 
evolved an improved pattern of weaving machinery. The 
Textile Machinery Corporation Ltd.. C^alcutla, in addition to 
producing spare parts, began to turn out a ring-frame every 
twen ty-foiir hours. 

As against these gains must be set losses due to the we ar 
a nd tear oi‘ machinery that had to be worked in hijpi gear 
during the war. Many industries have been finding it dilli- 
ciilt in the post-war years to undertake large-scale replacement 
of worn-out equipment. 

As regards tlie effect of the war on India's industrial de¬ 
velopment Dr. John Matthai observed; ‘ The general beliel* 

.that the war has tremendously accelerated India’s 

industrial progress is a proposition which, to say the least, 
would need a lot of proving. While it is true that certain 
established industries have increased their production in 
response to the war demand, several new industries of funda¬ 
mental importance to the country, which had been projected 
before the war, have, under stress of war conditions, l)een 
either abandoned or been unable to reach completion. M\^ 
personal view is that, on a careful balance of the various 
factors in the situation, it will be Ibund that, unlike countries 
such as Canada and Australia, the war has been more a 
hampering than an accelerating influence in Indi a A num¬ 
ber of other authorities seem to disagree with tins view, however. 

The partitio n of the coimtr)’ created a diflicult raw-material 
problem for the jute and cot ton textile indust ries. TncKa lost 
only* three percent of the mineral n'sourcesot the sub-continent, 
but the loss of the ore deposits of gypsum and r ock-salt is a 
handicap to the ccnmtry and may slacken the advance of 
India’s heavy chemical industry. Moreover, after partition, 
India’s industries lost a good part of the Fakistaii market. 
which formerly they had supplied with a wide variety of 
consumer goods. As a result of partition, only nine per cen t 
of the sub-continent’s ind ustrial establishments went to Pakis- 

^ Quoted by Pandit Jawaharlal Nehru in The Discovery of India, j). 612, 
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tail. She got only two per cent of the cotton textile mills, 
seven per (’(*nt of the sugar factories, and seven per cent of tlie 
chemical factories. The largest percentage of concerns whicli 
went to her was 1 5 per cent of engineering estab lishments. 

'I’he general i mpression of India’ s v Tist raw material pro ¬ 
d uction is seen to be wron g when we consider the extent of 
her requirements. Her n on-ferrous metal rescuirces are in¬ 
considerable, and the separation of* Burma meant heavy loss 
to India in this field. India does not produce more than 
1 2 per cent of her mineral oil recjui rements: the potential 
oil-fields in the north-west jjart of* the sub-continent and in 
East Bengal are now in Pakistan. It must also be remem¬ 
bered that Indian mining method s are s till l)ackward and 
u nseientif ir, 

India’s w ater-power potential is large , but hydro-electric 
d(!velopment has n ot made great progres s in comparison with 
foreign standards. The per ca pita consumptio n of electricity 
in India is now only 1 2 k.w-h . as against 3,580 in Clanada, 
3.090 in Norway, 1,71^ in Sweden, 1,944 in Switzerland, 
1,175 in the United States, 850 in the United Kingdom, and 
390 in Japan. In 1900 the installed capacity of public utility 
undertakings was onlv I.I30k.wh. It increased to 357.125 
k.wh. by 1925. and to 1 .399/110 in 1948 . The following 
talile giv’cs the devtdopment of hydro-electric power in various 
countries: 

f 



AVater- 

Water-power 


ta con¬ 


power 

developed & 

developed as 

sumption 

-iouiitrv 

poten¬ 

installed 

j)errenlau;e oi' 
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tial 

Mn. kw. 

total 

cal energy 
of ll\\ ' 


Mn. kw. 

19201942-47; 

1920 19-12-47 

t\ pes 
ku'. 

U.S.S.R. 

JOO 

NA 22-4 

NA 22 


U S.A. 

45 

3*8 14-5 

8 34 

1,660 

(Germany 

G 

0-0 3-2 

9 54 

1,240 

France 

9 

1-1 3-7 

13 42 

431 

U.K. 

1*5 

015 0*5 : 

10 31 

938 

India 

30-40 

008 0-5 

1-5 

9-2 


* 1938 figures. 
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What of the l ow productive (fliciency of the Indian in¬ 
dustries.^ During the war pc njod, accordiniy to a rougli esti¬ 
mate, p roductivity declined by abo ut 20 to 30 pe r cent.‘ 
This has }.)een attributed to factors sru‘Tr*as the wearing-out 
of plant and equipment during intense production work, de¬ 
terioration ill the quality of raw mat(‘rials supplied to the 
factories, and the capital-labour lensir)M. I’he chairman of the 
Tata Iron and Steel Company said in 1949: ‘ Whereas the 
average labour cost })er ton of finished steel lias gone up from 
Rs. :Vl*r)4 in 1939-40 to Rs. 92*80 in 1948-491 the average 
output of finislied steel per employee has declined from 24* 3b 
tons in 1939-40 to 16*30 tons in 1948>-49. . . . 'The oiitjuit 
per man in our structural shops is half a ton per month, 
whereas tin* average output per man in similar workshops in 

the United Stales is five tons per month. We have been 

advased by experts that in our mainlenance departments the 
majority of the men are working at one-third to half’of their 
capacity even under normal Indian conditions ’ - 4 he main 
causes for tlie decline in the produclivitN’ of labour, according 
to illnesses before the ibscal Commission, are the rigidit\' 
of existing wage-contracts, the growth of trade unionism, the 
increasing desire for leisure caused by higher wages, growing 
social consc iousness among the laliourers which sometimes 
makes them dislike the traditional methods of management, 
and a ‘ silent massing of opinion in labour circles, in favour 
of sharing work rather than “ reduce ” the volume ol em¬ 
ployment b\ intensive effort 

Though the productive efficiency of a number of Indian 
industries is relatively low, the prices of some Indian-made* 
goods compare well with those of other lands. Here the 
TIS.CO has the best record; every producer, except Australia, 
has higher prices than India for merchant liars, light struc- 
turals and plates. The Indian prices of galvanized sheet are 
the lowest in the world. 

Something may now be said of the size of Indian industr ial 
units . The table of the size of industrial units given in the 
^ CicTisus of’ Manufactures ’ for 1950 shows that, except in such 
cases as glass, cotton and iute tf!xtilcs, the val ue added bv 
per worker in 1950 was higher in units which 

^ 'I'hc Fivc-Ycar Plan, op, rit.y p, 14B. 

“diiotecl fiy the Fiscal Clomiihssi'jn, 1950, pp. 231-2 j2.. 
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u sed more fixed capita l. We shall see later that some in¬ 
dustries have a number of unceonornic units. The Sugar 
Panel estimated a lew years back that 90 out of the industry’s 
150 units were uneconomic. The following table illustrates 
the scale of units in a number of industries: 


SMALL. MEDIUM LARCii: 
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added by 
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oils 

41 

50 

178 

341 

496 

1238 

Paints is: 







N’ariiishfs 

51 

150 

154 

42(i 

510 

5102 

Soap 

51 

42 

88 

111 

665 

5527 

Tanning 

47 

04 

158 
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485 
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1758 

877 

3404 

1745 

7356 

Paper & 
paper-hoards 

tm 
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1775 

5142 

Male lies 
( '.olton 

5« 

22 

252 

162 

1418 

4458 

'lex tiles 

515 

825 

2(i08 

4582 

4636 

7315 

VVoollr*n 
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70 
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1234 

i 38(>6 
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j 

Textiles 

2007 

3407 

5989 

5481 

8158 

! 10305 

Uheniicals 
CicncraJ En¬ 

«1 

289 

491) 

2042 

1317 

1 7r)i:' 

gineering & 

Electrical 

Engirteering 

41 

58 

H»4 

242 

(i66 

! 1352 


Another industrial prol)lem is that of l ocalizing industri es. 
With a lew exceptions all the important modern industries are 
located in the Part' A ’ Indian States (the former ‘ Provinces’). 
The Part ‘ B ’ States (tlie former ‘ Indian Stales’) contain only 
one-tenth of India’s industrial labour force although they ha\'e 
a quarter of the country’s population. In our survey of par¬ 
ticular industries we shall see that the localization of some in¬ 
dustries has been unsatisfactory from certain standpoints. In 
1950, the Fiscal Commission advocated l ocalizing, in the case 
of industries which can be mobile, on t he basis of factors snr h 
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^security, sources of raw material and power, la])our-supply, 
communications, distance from the consuming centres and 
the existence of related industries. It recommended both nega¬ 
tive and positive steps to bring about satisfactory location in 
future, and cornnurnded the example of the ‘ t rading^estate s ’ 
which de\ eloped tlu* depressed areas in the United Knigtlom. 

Here it must })e Tncntif)ned that in 19 51 -32 a number of the 
country’s e ngineeriiu> industries showed strikin g r esu lts. The 
production of dic'sel engines went up by 50 per cent. Al)out 
7,000 rnoi c power-driven pumps—a rise of 24 per cent—were 
turned out than in the previous year; steel belt lacing re¬ 
gistered a 34 per ('cut rise, while the ball-bearing industry 
also showed a steady advance. The manulheture of piston 
rings rose by 400 per cent, h'om 250,000 to I *44 millions. 

E\'eu today tlie c ottaire and small-scale industries in India 
ar e more important sources of emplo\anent tha n_ tji^_Jm]ge- 
scaje^indusJUdes. Tliey provide work for ]5‘4 milli on people 
as against 2* 6 m illion engaged in organized industries. As 
regards the relationship of* thf'se to large-scale industries, the 
Government of India has laid down in its i ndustrial x^dicy 
st ateme nt of 1948 the m inciple of decentralized produetTon 
on aj'()inp]emeritary_l)^ 

rWO TKSI’S OF INDl.’SrRIAn PROGRESS 

'rhis detailed examination of tlie country's industrial pro¬ 
gress is necessitated by the fact that in the case of India the 
two tests of* industrialization which are generally adopted— 
viz., t he rate of urbanization and tlu* ch aracter o f the cou n¬ 
t ry’s foreign trade -aie not so significant as elsewhere. As 
regards the first test, there were inaccuracifT, in the nineteenth- 
t entury censuses and the basis of* classification of towns some¬ 
times varied. The following table gives the proportion of the 
urban population to the total at tlie time of* the different 
censuses: 


1872 

8 

■72 

1881 

9 

•41 

1891 

9 

46 

1901 

9- 

88 
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9- 

42 

1921 
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1931 
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'I’here is no striking change and the figures have not muc h 
bearing on indiistrializalion. 

In recent years the rate of* increase of the urban population 
has ])('(orne greater and we have now' many more large towns 
and cities. The following table gives the increase in th e 
various categories o f towns in the country : 


1931 ! 1941 

I 



^Millions 

Total !V)piilation 

i 338*1 

In rural areas 

In towns with 

; 300 * 7 

100,000 inha¬ 
bitants and 


over 

9*1 

In towns with 


5,000 to 

100,000 

28 * 3 


Percentage i Perceiit- 

of tlie Millions | age of the 
total i total 


100 

389*0 1 

100 ■ 

88*9 

339*2 ; 

87*2 

2*7 

If)-:) : 

4*2 

8*4 

33*3 

8*6 


I’he r ate oF increase in the liij^hcr units is larir e. but tliis 
has been clue n ot only to industruilizatioi n but also to educa¬ 
tion, legislation against the money-lenders, and the growth of 
trade. ‘ Another and much more potent reason than is us¬ 
ually realized is the hu t that city life has begun to appeal to 
the ordinary middle class or the low'cr iniclclle class Indian 
because for the first time accommodation w'ithin his means 
and to his taste became available’.^ In the earlier years rail¬ 
way construction, famines, and administrative centralization 
led to the growth of* towns. Railways, however, by diverting 
trade routes sometimes also caused the decline of certain 
tow'iis; while epidemics and the decline of handicrafts tended 
to the same effect. Murshidabad, Malda, Dacca began to 
decay for this last reason. 

E xclusively industrial citie s have been few in Indi a. Ah- 
medabad has belonged to this class for a long time now-, and 
Sholapur, Jamshedpur and some towns on the Hooghly 

^ Census Report, 1941, part I, p. 2(5. 
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are alsf) of this type. A number of c ities such as DeJlii^ 
Karachi, Madura and Cawnpore liave ])eeii noted l)otli for 
commerce and for industry, hut with a bias towards the 
former. Some cities sucii as Multan in the Punjal), Xagpur 
in tlie Central Provinces, and McctuI in the United Provinces 
have been noted lar<;(‘ly for their commerce. Moreover, it 
should be remembered that India has not the conurbations 
which arc found in the industrial nations ol‘ tlte West. 

As for the second test, 'Fheodore Morrison, in his F.rommic 
Transition in Indio quotes the following figures to illustrate 
the ( luint vc* In the composition of India's foreign trad e l)etw(*en 
1879 and 1908: 


1879 

1892 

H.K)7-08 


1879 

1892 

1907-08 


ManufatTured c.xports 

8 per cent of the total exports 
1(3 

Manufactured imports 

(35 per cent of'the total imports 
‘'■>7 

33 „ 


Since then the volume of trade has expanded considerably. 
I’he changes in the composition of India’s export trade in 
the inter-w^ar years are shown bv the f()llowing table: 


Average Exports 

Percentage of total 



Croup T 
Food, drink & 
tobacco 

Croup 11 
Raw materials 

Croup III 
Manufactured 
articles 

1920-25 

24 0 

50-2 

24-8 

1925-30 

23 0 

49*5 

26*6 

1930-35 

26-4 

45 G 

26*9 

1935-40 

21-8 

46*7 

30*0 

1940-45 

23-8 

25*4 

49*3 
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The Tollowing table gives the ( omposition of India’s import 
trade: 


Average Imports 
I^ercentage of total 



Group I 

Group II 

Group III 


E(jod, drink 

Raw^ 

; Manufactur¬ 


& tobacco 

materials 

ed articles 

1920-21 to 1924-25 

14- 1 

' 7*4 

76*7 

1925-26 to 1929-30 

161 

9-3 

72-6 

1930-31 to 1934-35 

13-1 

14-4 

70-3 

1935-36 to 1939-40 

14*0 

19*8 

64-4 


Lord Keynes pointed out some years ago that ‘the figures for 
tlie imports of manufactures in the ofhcial statistics are mislead¬ 
ing and do not mean what they apparently imply’, because 
under this heading imports of machinery and of' metals and 
metal manufactures were not included. 'Lhe export side is 
also misleading, for half-finished products are included in this 
item. Though the figures must be taken with caution, they 
do give a broad idea of the industrial progress of the country, 
f’or an accurate view of the rate of industrialization, a detailed 
survey of the progress made by the several industries is 
called for. 

INDUSTRIALIZATION IN INDIA AND THE INDUSTRIAL 
REVOI.UTION in ENGLAND 

It now remains to compare the recent industrialization of 
the country w'ith the course of the industrial revolution in 
England. ‘ One of the o utstanding cmitrasts be tw^^"^^ dip 
c ourse of industrialization in India and i n ihe We st,’ says 
Dr. Vera Anstey in her Economic Develofmenl of Modem India, 
* is that in India the large-sc ale production of coal an d iron 
has followed large-scale textile production and transport de ¬ 
velopment in stead of preceding i t.’ In England canal con¬ 
struction, though it was begun vigorously only after a certain 
amount of industrialization, greatly aided industrial develop¬ 
ment, whereas in India it has not been important. Here the 
construction of dams and the development of hydro-electric 
projects are playing an increasingly important part in the 
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industrialization of the country. T n EnL>l; iiid the industrial 
upheaval was entirely the result of in di<>enous enterpr ise: in 
Tndia the development of industry has been to some extent 
due to European enterprise and cap ital. Unlike the English 
industrial revolution, Indian industrial development has been 
to a larg extent the rtNull of State a id. Another point oi' 
contrast is that whereas En i^land e ve n at an early s ta^c in 
her industrial revolution became an i mportant maker of ma- 
chin^ry and began to expo rj_Jt in the nineteenth century, 

I ndia has even todiiyl TTm^end f or most o f her c :ap ital i»oods 
on foreign na tions. 

i nclia iiairTip r so far seen any suc h fun darnen t al change in 
her econom y as England experienced in the nineteenth cen¬ 
tury; agriculture continues to preponderate in the economy 
of this country. Considering the g reat pressure on th e land, the 
v ery small pe rcen tage of the^ popnla Li on engage d in iiidustry, 
the l ow per capita production of ind itsir ies. their km* prod'iio 
ti ve eff i ci ency compared with that of the western nations, and 
the gr eat deficien cy in capital goods p roduejion. one may rea¬ 
sonably say that India has not ^'e^ completed her in dustr ial 
r ev^olution althougJi she has developed some TiTg Industries and 
has passed through a commercial revolution. Indeed the 
v’er\' use of the phrase ‘ Industrial Revolution ’ may be in¬ 
appropriate in the case of India. Ev en if she greatly develops 
her production of capital goods and fills the gaps in her 
industrial structure, she will continue to be much more an 
agricultural than an industrial nation. The economic dev'e- 
loprnent of tlie country during the past 25 years shows that 
l arge-scale industrie s are rmt e nough, and that the large- 
s cale dev^eloprnent and transformation of a gri culture is necessary 
i br India’s prosperit y. The expression ‘ Industrial Revolu¬ 
tion ’ can therefore be used only in a relative sense in the 
case of India; it can only mean that industries which once 
were unimportant to the country’s economy have come to 
assume a much greater vTilue. 

England has so far experienced two industrial rev Tilutions; 
the first was the outcome of ‘ rule-of-thumb inv^entions ^ and 
efforts to create a big industrial organization, while the second 
has been the result of scientific research. As India started its 
industrialization much later, the t wo processes of creating a n 
imiustrial striiet urc for the country and applymg^cscarch to 
industrialization are dovetailing into each other. * 
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Another difference lietween English development and In¬ 
dian industrialization is that, considering the stage of her in¬ 
dustrial advancement, India has fared better in labour welfare 
than has England. In this respect, like many other nations, 
India has beneHted from tlu^ lessons England learned from 
her own mistakes when she was a pioneer of large-scale indus¬ 
trialization. 


Summary 

Industrial Development up to lyig: — 

By the end of the nineteenth century India showed some 
progress only in the development of cotton and jute mills, 
plantations, and the working of coal and gold mines. In 
1918 the Industrial (k)mmissioii pointed out a large number 
•of deficiencies, such as the lack of capital and capital goods 
industries, and the inadequacy of a number of manufactures. 

Deficiencies in Industrial Development since lyiS: — 

A number of' industries have been developed in the inter¬ 
war years to a notable size, but productive efficiency and per 
capita productioti are still low\ The deficiency in the pro¬ 
duction of capital goods continues. 

The Second World War and After :— 

A number of new- industries such as ferro-alloys and ma¬ 
chine tools have been started, but production has not been 
large. Because of the Partition the jute and cotton industries 
were faced wath raw'-material shortage. In a number of 
industries there are uneconomic units and the localization of 
some industries has not been satisfactory. Small-scale and 
cottage industries continue to be a more important source of 
■employment than the large-scale industries. 

Two Tests of Industrial Progress :— 

The test of urbanization is not very helpful in the case of 
India because tow^ns have developed mainly through causes 
•other than industrialization. 

'Fhe figures of foreign trade are deceptive because of the 
inclusion of half-finished products under manufactures and 
the exclusion of metals and machines from the item. 
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Industrial Development in India and the Industrial Revolution in 
England: — 

In India, unlike England, commercial revohition preceded 
industrial development. Indian industries have been to some 
extent developed by foreign enterprise and capital. India has 
not witnessed any such fundamental industrial change as Eng¬ 
land did in the nineteenth centnr\. 



CHAPTER VI 


THE PLANTATIONS 


’J’hk early years of Eiir<)p<‘aii private enterprise in the Assam 
tea plantations were a pei iod of frantic speculation and great 
instability. The desirability of cultivating tea in India was 
urged by a certain Joseph Barnes as early as 1788, but little 
was done until B entinck 's viceroyalty, w^hen the wild 
tea plant in Assam was rediscoveretP by Captains (liarlton 
and Jenkins. An e xperimental gard en was started at that 
time by the East India Com pan v> w^hich, however, handed it 
over a few years later to the Assam Ten Ck.)mpany (formed 
in 1889 in London with a capital of/,’200.()()()). The first publi c 
sjiles t ook plac e in C^alcutta in 18 41, when 4,613 lbs. were 
sold. But for a decatle there w^as Ifardly any progress. Xo 
dividend w'as paid by the Assam Company for 13 years, and 
at one time it dissipated all its capital. Errors of’ si te, soil . 
cultivation and r nanufacture made the ouj^tx)]^ foi:_I^^ 
t e«i very b leak. IT^wever. tTiie~yeaf T 8T)T m arked a t urn i ng- 
point , an Jwdthin a few- years the tea industry was establish^ 
in Assam, Darjeeling, Chittagong and Chota Nagpur w-ith 
dramatic suddenness. Indian tea w'as now- in a position to 
compete with Chinese tea in the London market. 

Progress was so rapid that all plantations w'ere handed 
over to pr ivate enterprise by CtTnffitions of work in 

Assam w'ere so difficult that it tlie tTOvernment had not taken 
up tea cultivation, private enterprise could have achieved 
little. The t ea plantation s wwc a itwianre pf 

Government enterprise aimed at forwarding private enterpris e. 

This brilliant progress caused a tea-plant ing nlii^rsjsipp, A 
large nuinlter of companies w^ere formed to take over most 
of the existing plantations at exorbitant prices. Speculators 
acquired land, taking advantage of the relaxation m the rules 

^ RoIhtI Hrucc in 1821 and Scott in 1824 had discovered the tea plant 
in Assam. A committee set up by Bcntinck seemed to be ignorant of iliis 
and sent an expedition to China to ^et lea-seed. 
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under which grants ol* land were rnade, and sold them to 
die London companies. Extravagant expenditure in culti¬ 
vation was not accompani(‘d by ellicient management or 
supervision. Suddenly in ItUif) the t ea bubble was pricked , 
many of even the best-situated gardens were sold at much 
less than the cost oi' establishing them, and there was no 
stability I or the industry until the ’seventies. 

In the remaining thiee decades of the nineteenth century, 
l arge plantations were established . The yield per acre nearh* 
doubled, and pr oductio n was chea]Kau‘d by the introduction 
<nhanuner\. In dian lea came to be more v a lued in tlie 
Briti^i maflcet because of its IVeedom i'rorn tTre mipurity and 
adulteration which were tlu^ bane of all other Asiatic teas. 
It fetched the liighest average price in the world, and the 
value o f e xports \yent up fourfo ld. Of this progress John 
Stracliey wrote: ' 'Lhere has perhaps never been a greater r e- 
vjolution in tr a de in so shor t a time t han that which has oc- 
curred in the "case of tea. Even as recentK as 188G China 
supplied two-thirds of the tea imported into the United King¬ 
dom. In 1901. out of nearly 3()(),()()(),()0() lbs. less than 
18,000,000 lbs. came from China, 100,000,000 lbs. from India 
and 105,000,000 lbs. from Ceyhai. In the same year the 
British rev enue derived from Indian tea was /'3,700,000 while 
that derivT'd from Chinese tea had fallen to /^246,000’.^ 

There was also a revolu tion in tin* manufac t ure of the te a- 
l eaf. Rolling by hand and drying or firing over chcircoal 
were given up. All tea lands were held under one of three 
systems, viz. clearance lease for 99 years, fee simple, or cul- 
tiv^ation lease. The second of the three ways was the most 
popular. 

'Ehe c ondition of the labourers in the Assam plantations 
was n otlnucfi better than that of the Negro slaves in the 
American gardens. For the gardens of the Surma valley, 
labour could be found from the adjoining areas, but for the 
tea districts of the Assam valley, labour had to be drawn from 
distant Bihar. Several days of steamer journey up the Brah¬ 
maputra brought the Bihar villager to the unhealthy atmos¬ 
phere of Assam, where he remained for years completely at the 
mercy of the sardar. tied to the soil, with very slender hopes 
of seeing his far-off native village again. The wretched 

^ India—Its Administration and Progress, 1903, p. 190. 
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labour conditions can be inferred from the fact that among a 
trr oiip of about 50^000 cool ies. 13/J03 die d and 4,425 deserte d 
and disappeared in the forest within a year and a haT E A 
series of Acts ^ passed in the nineteenth century and based 
t he principle of indenture did little to improve their position. 
The planter was allowed the right of arresting the labourer 
who absconded after entering into a contract to serve for a 
staled period. On the other liand, the Government required 
the planter to pay a minimum wai re and protected the w orker 
i n certain other respec ts. The system of‘ indenture in fact 
made the abuses worse. The labourers grew more and more 
unwilling to go to Assam, the price oi~ labou r accordingly 
rose, and there grew up a new class of contractor known as 
' Arkallis, who were capable of stooping to any device for 
drawing labourers into the plantations. 

Early in the present centur y 524.82 7 acres were under tea 
in the country, and of these 64• 4 per cent were i ti Assaj n and 
25 • 9 p er cent in Bengal, 'i’hc remaining tenth of the acreage 
was in the United Provinces, the Punjab, Madras, and Tra- 
vancore. 4’he c apita l invested was not far below /.' 2().()()0.000 . 
Most of the more important gardens in north-east India were 
managed and financed by agency firms in Calc uUa. but in 
>^o iith India mosT of the es tates were privately own Hn I'he 
industry was dominated by European s. It ernplovcH 491.457 
p ersons permarif^LLtly and 81,642 on a temporary basis—an 
average of 1*08 persons an acre . Production increased far 
more rapidly than consumption in the United Kingdom, caus¬ 
ing a f all in prices and a search for new mark ets. In 1903 a 
small e xport duty was levied on exports l)y sea at the request 
of the tea industry, the p roceeds beintr devoted bv a represei i- 
t ritive committee^ to increas i n g the cons umption o f Iiidl an 
t ea.. Export by land to neighlx>uring countries was rising. 
pomestic; consump tion was alsv) on the i ncreas e, and in 
1901-02 7,000,()()() lbs. were retained in the country. 

In the decade l^efore the First World War, efforts were 
made to do away with the jndentn rp syRtgm, but th e evil 
persisted in spite of some enactments fo r its abolition. In 
1908 the provisions relating to indentured labour in the 


* The Iransport of Native Labourers Act, 1863. 
The Labour Districts Emigration Act, 1873. 
7'he Assam Labour and Emigration Act, 1892. 
The Assam Labour and Emigration Act, 1901. 
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Assam anH Fmi gration Ac t of' I90J were witlidrawii 

from the Surma valley and a part ol‘ the Assam valTi'y. Tour 
years later they ceased to apply to any part of Assam. But 
the planters took adxantaoe of' the Workmen's Breach of 
CVaitract Act and entered into a slis;»hlly new- type of contract 
with the workers, thus retainine^ a large measure of their old 
power. During the war recjuirement l)y contractors was 
abolished and an A ssam Labour Board was set u p to supervise 
recruiting by local agents and garden sardars. 

The prosperity of the industry during the war can be seen 
rrf)m the extension of the plantations in the important tea- 
producing districts. In Assam the area increased by 30,000 
acres, in Bengal and Madras by over 10,000, and in Travan- 
core by 6,000. The war ga ins, however, were n ot so hig h 
as in some other industries, because of the (hwernment 
of pTf rehase andjxmlrol of tea. Increased cost of'production, 
hi^ Trelglit costs, and high rates of exc hange were other 
handicaps to tea production. But the companies maintained 
the pre-w'ar level of dividends, and a good number distributed 
high dividends. 'I’he average dividend for 1918 was 19’8 
per cent as against 14 per cent four years earlier. 

I n 1920 a slump occurre d, owing to the unloading, on 
tlie market oi (g overnment stoc k. 'The complet e eliminatio n 
of Russia^ the second most important c'onsnmer of Indian tea, 
w-as another great difliculty. EfTorls were then made to raise 
prices by making higher cpiality tc*a through finer plucking. 
By this voluntary arrangement the tea produc ers were able 
to r educe the quant ity and brin g about a recov ery bv 19 22. 

The five years 1922-1927 were a period of remarkable 
prosperity , during wdiich companies like the Nc!W'TJoars and 
A’agai Suree declared dividends ranging from 100 to 225 per 
cent. By 1927 In dia w^as the largest producer of'tea^. having 
beaten (3iina where machinery was not modernized. 

Xc\\t year began a world-wide depression in the tea in¬ 
dustry. for five years ihe Indian producers were haunted 
by the spextre of o\ er-produc tion. Priex s touched their 
l owest point in 193 2, and in the world markets t ea w a s sold 
below' cost pric c ‘. In the J ond< n market it was estimated 
that at the beginning of 1933 when fresh supplies arrived, 
there would lie over seven months’ supply of previcnis season's 
tea unabsorbed by distrilnitors. The fconomic Adviser's 
Chain Index of'Profits, which stood at 19*8 in 1931, showed 
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]•] in \932j^ 'J’he avcra.^e dividend for 1932 was 2*3 per 
eent as a,i^ainsl 6*8 between 1928 and 1932. Many estates 
were about to be closed dowai in India, C'eylon and the 
Dm ell East Indies.* 

In 1933 . a cat astiviphe was averted b v an internation al 
ai»reement to which India . Ceylon and tlie N (;therlands E <^t 
I mjies wejP si gn a tories . 'J he a.<*reenient fi xed stanclard ci uo tas 
o{ export for the countries, based on their maximum exports 
in 1929,1930 or 1931. It was also stipulated that the exis tin.L> 
a i(\a should not lx- ext ended for hxe yeais except in special 
cases, and that i n ikj circumstaiu ^e should such extensions 
e xc(‘e d half or onej^r (en t of t h(^ t otal area then planted hi 
each country'] To iinprement tlie ai>r(.^eme nt. the Ind ian Tea 
C Vvntrol Act was passed in 1933^ Its a drninistraTT on was 
entrusted to a committee called tlie In dian 7ea Licensin t>' 
( lommiu ec, which represented the various tea associations in 
the country. 

'Die ex})ort quota granted to each estate in 1933-34 was 
()4 per cent of its accepttxl crop basis (i.e. accepted maximum 
production in any one ol the four years 1929 to 1932). 44ie 
year!)' (juota allowed for each estate bore the same ratio to 
the crop basis of the estate as the aggregate Indian export to 
India's crop basis. 

1 lie e xports across India’s land frontiers were not at first 
brought W'ithin the scope of the restrictionist scheme. Late r, 
when they showed an unusual tendencN to expand, co ntrol 
was impo sed on tea sent by land route to Iran. The traffic 
w ith Afganistan and the states of Bhutan, Sikkim and Nepal 
was, how’e\'er, treated as of domestic conc'ern. 

The s tandard export fo r India was 382,594.779 lly . and in 
1933-34 the export alhhved for India w^as fixed at 85 per 
cent of the standard export. This percentage tended to in- 
cnxise. The companies began to show^ profits in 1933 . In 
^ ] 937 the Ohain Index of P rofits showT^d 108 . The average 
dividend for the years 1935-37 rose to 7*6 per cent from 
() 8 per cent in the previous five years. I'he following figures 
show^ that the system of restriction yielded good results:— 

’ 'Ehr prictrs of Indian Coininon it'a fell more than those of others; while 
compared with those of 1923 ‘ all tea * fluctuated in the London market 
within a range of 2h per cent. Indian Common tea fell by about 50 
per cent. (V7/e Indian Tear Book, 1934-1935.) 
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A\crage prices of Indian l ea at Auction Sales in 
Calcutta and Average Declared Value of Exports 

1918-19 1924-25 1932-33 1933-34 i 1934-35 

Average price 

ol' tea per lb. 8 15*91 5*81 M 0 * 8 ; ’ 9 ’ 9 

Average de- ‘ , 

dared value 
of exports bv 

sea per lb. ' 8*75 15*75 . 8*15 11*25 , 11 16 


The tea trade derived little benefit fnun the preference to 
Empire tea granted by Britain shortly after the First World 
War and under the Ottawa Agreement, mainly l)ccause ('e\- 
lon was India’s chief rival in the United Kingdom market.- 
Shortly after the Ottawa Agreement the restriction scheme 
was adopted, and this prevented planters from getting even 
a small measure of benefit from the preference granted by 
Britain. 

In the in ter-war per iod the c onsumption of' t ea in India 
i ncreased greatly , but the per capita cons ump tion in 1933- 
193“^ was on]v~ * 18 lb . as against 9*20 lbs. in the United 
Kingdom. In 1921 the cess that had been imposed on ex- 


* \\5th rxpf)rl rights. 
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ports under the Act of 1903 was increased to four anna s per 
lb., and in 1935 the lea (less (Amendment) Act permitted 
the levy at a rate not exceeding one rupee and eight annas 
per 100 lbs. ITie a mount collected was placed at the d is¬ 
p osal ol' the 1 ea Market Expansion RoardT Another change 
in the export tarill' was the abolition in 1927 of th e expo rt 
duty imposed in 191b in spite of the opposition of the planters. 

As regards lalifiur, b y 192( > there wtis no Act under w^hich 
a worke r i n Assam could be crimin ally punished for breach 
of conti ad . THe^'orking of the Assam Labour Board, w'hich 
was virtually an employers’ organization, was far from satis- 
laclory. Nevertheless the grave recruiting abuses ol the pre-w’ar 
years were not repeated, llie Royal Commission on Labfiur 
observed in 1931: 'the arkalli or professional recruiter, who 
in the days gone by used to boast that in a few minutes, by 
his peculiar methods, he could make any one '‘willing” to 
emigrate to Assam, is now suppressed as ‘•oori as he com¬ 
mences his activities. For this the credit is very largely due 
to the tea industry itself', w'hich has genuinely t‘ndea\’oured 
to set its house in order. Complaints have been mtide of 
fraud and misrepresentation by garden sarc/ars, but we w^re 
unable to obtain any evidence of this on any appreciable 
scale ’. 

Th(' Oimmission was satisfied w-ith the physique f)f planta¬ 
tion labourers and tlieir families, and with their diet, but 
called for more provision of fresh milk, ghee and vegetables, 
for this purpcjse recommending that grazing land sliould be set 
apart on each garden and vegetable gardens laid out. Mal¬ 
aria w as rife in a large number of gardens. The Indian Tea 
Assf)cialion made generous ^hr ( Vlrnttn Sdiool o f 

. Tropical Medicin e to promote researches on malaria andT 
hookworm and also helped to finance a successful campaign 
against kala-azar, but a more active policy i'or anti-malarial 
work seemed nccessar\'. In some gardens no medical provi¬ 
sion of an\ kind was made, and in the smaller gardens medi¬ 
cal arrangements were often unsatisfactory. 

The system ol' wage f)a\'menls was considered in detail by 
the Assam Labour Enquiry Committee in 1921-22; and in 
the following decade there was an increase in wages . But 
comparatively high ca.sh earnings were no indication oTgreater 
satisfaction since the workers were keen on getting such con¬ 
cessions as free housing, medical facilities, firew'ood, free 
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grazing land for cal tie, land for cultivation, the grant of ad¬ 
vances without interest, and in a few cases ol'lhe issue of rice 
at concession rates. 'J’he grant of land l<)r private cultivation 
is the concession to which the worker attaches most value, 
but since many gardens had only a small area of' land that 
could be given to lal)()Lirers the concession was not evenly 
distributed. Many labourers had no land, while a few had 
more than their fair share. It was alleged that the worker 
failed to respond to higher wages, preferring to do less work 
rather than increase his standard of living. But this was 
refuted by the Royal Ckmnnission which observed: ' l^espite 
his illiteracy, lack of'organization and geographical isolation, 
he has improved his standard of' living in the last ten w\ars 
and the plantation l)a/aars show the tendency for the luxuries 
of yesterday to become the necessities of to-day. Sucli evi¬ 
dence cannot be reconciled wath the doctrine that llieie is a 
fixed subsistence level with which the worker is content.’ 

Any xi rganization of the work ers was pr evcntiTl by hind¬ 
rances to cohesion such as language difTenuK^es','mass illit^^^^ 
rac>', the pr^jonderance of al)o rr^ hals,''ahd ilie comparativ t* 
isolation of pianta tion \ ife. The e mployer s on the other hand 
ha71 formidal)le associations , and their superior bargaining 
power made it possible for some planters to dtTiy the rates 
of wages accepted by others. 

d’he wage system in South I ndia had certain pec ulia !' 
f eatures s uch as annual cash payments , a nnua l termination of 
contra cts, and p re-emplovmenl advanc _es. It meant the sav- 
ing of all the worker’s surplus earnings, but had the disad¬ 
vantages of confining him to a particular estate and of' pre¬ 
venting his gradual adjustment to a higher standard of living. 

Absenteei sm was an important factoi* in t he .Assam ga rdens^ 
I’he En(|uirN' CommitU'C of 1921-22 came to the conclusion 
that the efheient w'orking force for a numlx'r of years w'as 
onl\- 73 per cent of the total labour force. During the ten 
y(*ais which followed there was no increase in this percentage. 
Absenteeism was to some extent inevitable in view of the 
labourer's sul)sidiary occupations, siicl* as private cultivation. 

In accordance with the recf)mmendations of the Royal 
C^ornmission on Labour, the T ea Districts Emigrant Labo ui* 
Act was passed in 1932 . emp owering the loc al gov ernme^n ts 
t o control J:lic recrnitmfmt and f orwarding ot the wor kers. 
Recruitment could be made only through certified garden 
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sardars or licensed recruiters. It was laid down that perso ns 
u nder the age of 1 (3 should not he assisted to emigrate unless 
they wefFTiH^din by their parents or guardians. 'Fhe 

Act gave every emigrant labourer the right of repatriation a t 
t he employer's expense three years after the date of his en try 
into Assam. Workers in failing health, those who were not 
given suitable work, and those whose wages were withheld for 
no valid reason could claim this right even before the specified 
time. 'I’he Act ab olished the Assam Labour Board and pro¬ 
vided for the a ppointment of a Controller of Emigr ants with 
staff to supervise tlie administration of the Act. 'I’he neces¬ 
sary e xpenditure has been met from an annual c ess called the. 
Emigrant Labour (less , levied at a rate not exceeding Rs. 9 
I'or each emigrant. 

So much for the iiuer-war period. During the Second 
World War there was a rise in production from 36d 
million lbs. in 1939 to ofuTiii 1946 the highest in the history 
of the industry. Japan, China, Formosa and Indonesia, 
which ctHilrilmled about 31 per cent to the world's exportable 
.surplus, were (losed to the UiiiU'd \ations. I ndia's export 
<{ijota was therefore raised gradually until in 1947 it .stood at 
111 per cent, or 425• 4 millioiiJ bs. 4'he a creag t- remained 
more or less constant at about 65(),()()0 acre s. 'There was a 
co nsiderable increase iii yield pe r a^e owing to llu* i mprov ed 
l abour positioiL aluT the su pply of ar tifi cial fertil izers. 

Exports to the United Kingdom decreased from 300 million 
lbs. just before the war to about 250 million lbs. after the 
beginning of hostilities. Exports to the United Slates, Can¬ 
ada, and Australia I'ose. Tea was an i mportant earner o f 
f oreign exchan tre. 

Between 1939 and 1 f Tl2, the y ear of greatest prosperit w a 
numlicr of companies tripled llunr reserves and in the next 
two years there were substantial additions. The improv-e- 
ment in the reserve position was mu(4i greater than in the 
case of the jute, cotton and sugar industries. 'The Economic 
Adviser's Chain index rose from 95 4 in 1940 to 219-.5 in 
19‘12, but fell to IOG'4 two years later. The dividends dis¬ 
tributed by the Soutli Indian companies were lower than 
those declared by the North Indian. 

Recent years liavc! s(*en a n_iimber of inv^estigations of labo ur 
conditions in the tea plantations, and reports show that there 
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is much room for improvemen t. D. V. Regc in his report 
qiuUed with appro\’aI the words of Mr. R. K. Das from his 
Plantalion Labour in India : " A system ol' wages wliich requires 
t he worker to depend upon the earnings of his wife and child¬ 
ren or upon a subsidiary industry just in order to earn the 
necessaries of life, not to talk of decencies, luxuries and sav¬ 
ings, can scarcely justify its existence from the point of view 
of social welfare t)r national economy.’ It may be pointed 
out that in the case of some J'actory ifidustries such as the 
('ottoii mill industry and coal mining, the earnings of women 
form a good component of the family income, but that can 
be no justification for the wage structure in the tea plantation 
industry. 

The families are more cu" less on a s ubsistence lev-el and any 
rise in income is followed l)\^ an increase in the percentage 
of expenditure on food.^ 77*07 y)er cent of the family’s weekly 
income was usually spent on food alone; but this, however, 
was grossly unbalanced and inadequate. After a scrutiny of 
the workers’ diet, the Director, Nutrition Research Labora¬ 
tories, declared that th e ill-health and high mortality on plan¬ 
tations must be the result of und^ and rnai-nut rition . An¬ 
other medical expert wrote oniic Assam~workers: ‘ under¬ 
nourishment and general weakness were evident even among 
the people seen working on the gardens, or walking along 
the roads. 3’here seemed a general lack of* v^itality. Child¬ 
ren were rarely sc'cn running about or ])laying. They ambled 
along like old men. The importance of a balanced diet, suf¬ 
ficient both in calories and accessory food factors, does not 
appear to be fully realized even by the doctors working on 
the gardens.’ f.abourers frequently suffered frenn malaria 
and bowel diseases, kala-azar, leprosy and anaemia. 

One important difference between the pl antation worke rs 
and the factor)* labourers was the former’s c omparaUve 
f reedom from deb t/*^ This is partly l)ecause the workers do 
not spend lavishly on social functions and partly because of 
the ban on Baniyas and Pathans entering the estates. The 

E! are the 

In contrast to the factories, a bsenteeism continue d to be 

' Report of an Enquiry into the Cost and Standard of Living of Workers 
in Assam and Bengal, 1948, p. IG. 

® Report of the Labour Investigation Committee on Plantations, p. 68. 


e state managemen t and the s hop-keeper in the est a 
two s7>urces ol credit f’or the worker. 
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high. Ill the Assam valley plantations it was about 22 per 
cent for the men, 30 per cent for the women, and 26 per 
cent for the children; whereas in the factory industries it 
ranges from 10 to 15 per cent; sickness, private cultivation, 
and drink accounting for the high rate in the plantations. 

One notalile post-war development is the passing of a mea¬ 
sure ])y the Indian Parliament on March 25, 1949, to provide 
i'or llie development of the tea industry under central control. 
A CentniT lea Hoard , consistmij ol represen tat ivcr~br^ the 
planters, the exporters, the trade, labour, (Jhainliers ol Oom- 
merce, the Central Government and governments of the lea- 
growing areas, was set up in place ol'the defunct l ea Market 
Expansion Board, with headquarters in Calcutta. This has 
a number of functions such as the p romotion of research , 
c ol lection of fixin g of grad e stan dar ds, i mproving th e 

marketinu of te a and the Initk-buying oi‘ tea on behalf of the 
f jQvernmen t. and propaganda for increasing lea consumption 
in India and outside. It is financed by the levy of a cess on 
tea exports. ‘ 

Op)en sale has lieen restored in London since April 16, 
1951, but the Indian offer is limited to 275 million pounds. 
A big marketing organization with international connections 
is now' being developed in this country. 


Coffee , which was first introduced into India by the 
Moorish traders in the seventeenth century, did not l)e- 
come i mportant till 1860 . In 1840 the first coffee garden 
was planted by a European trader. The acreage increased 
greatly soon after 1860 owing largely to the lessening of the 
area under coffee in other lands. In the 'sixties, ex port of 
coffee showed a t remendous increa se and the plantations 
were prosperous u ntil 1875 , when the b orer germ began to 
menace them. In tlie ’sev-enties there was a set-l^ack. From 
1 885 to 1904 the acreage varied some 220.000 ac res. The 
revolutions m Brazil in 1889, ’91 and ’93 had good effects 
on the Indian coffee planUitions. The r ecord year for ex port 
w^as 18 ^5-86- when 41 million lbs. were sent to the United 
Kingdom, France, and other lands. In areas like Coorg 
much land w4iich was not suited to coffee came under its 
cultivation. The average yield in plantations started by 
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Europeans was two Lo three cwl. an acre as contrasted with 
one-qnarter to one cwt. in the Indian-ownctl estates. 

The inter-wa i^ vears saw a f all in tlie area undei* coffee 
iVoni 227,ti7(i acn^s in 1922-23 to lf)(),3()() in 1930-31. The 
problem of o yer-produc t ion was now troublinji; colFee planters 
all over the world. Indian coffee held its position in the 
European market owint^ to its superior (|uality and compet¬ 
itive prices. Tlie Indian (jovernment came to its aid by 
scttini; up the Coffee Cess Committee in 1935 . but its 
exploratory work was not over till 1939. In 1940 the loss 
of the Continental markets s{remed lo spell disaster lor the 
plantations. 'Elie Government now converted the (kdfee 
Cess (k;)mmittee into a wa r-time Boar d and vested it with 
greater powers. With the object of widening the df)mestic 
market the Board started a propaganda drive which ' for 
efficiency and efl'ectivcncss has been unec|ualled by any other 
commodity committee in IndiaBy 1 951 internal consump¬ 
tion reached 20.000 tons, and pr oduction lagged behind. 
During the war the CoH'ee Bf)ard took up the marketing of 
the entire crop the only commodity board which does this - 
and coflee became the best-controlled product. Prices were 
kept above the world level. After 1948, owing to the removal 
of control, Indian prices have remained lower than world 
prices. I’he desire of Indian planters to export had a " bullish ’ 
effect on internal prices. The price policy of" the Board was 
subjected to scjirie criticism. 

From 1936 the area under Robusta coffee (not easily ac¬ 
cepted export coffee) had shown nn^re striking increases than 
the area under Arabica, and in 1947-48 Robusta produc¬ 
tion outstripped production of Arabica. There are now 
230,000 acres under coffee, and vigorous planting continues. 
I'he rapid increase of domestic consumption and the rising 
demand from Europe both make the (mtlook for coffee 
very bright. 


SOME O'l’HER PLANTATIONS 

The cultivation of raw rubber on a plantation scale began 
in the early years of this century in Travancore-Cochin, 
Malabar, Coorg and My.sore. Before 1946 the plantation 

' V". I. Ghacko. ‘ 'The Plantatif»n Industry .Article in The HindUy 
Jamiaiy 26, 1950. ’ 
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was faced with the problem of securinuf an export market. 
Since then the p mldcm has been that olproducinty enough J o 
meet the need s of^the domestic mar ket. 

During the Second VVorld War, when Japanese aggression 
deprived the Allies of 90 per cent of‘the world’s rubber sup- 
pl\, Indian rubber attained supreme importance. Rubber 
prices were then controlled. Shortly after the end of the 
war. when ther(‘ was a boom in the world market, Indian 
rul)ber growers wanted wwld prices, d'he industrialists who 
used rubber opposed this and fierce* controversy began to 
rage over prices. S ince 1946 the area under rul)i)er cultiva¬ 
tion h as not ey^and production now' varies from 
H;,00() to LZJMLions. More than 70 per cent of the plan¬ 
tations are in Travancore-C'oehin. 

A number of crops which were until recently classed as 
minor plantation crrips have now become prominent. The 
more important among these are pepper, cashew^, lemongrass 
oil, cardamom and coir products. In 1950-51 the total value 
of pl antation crops expor ted s tood at Rs. 51 ‘ 1 (T orcs—a little 
more than 25 per cent of the total value of the country’s 
exports. These l)rought India n ot less than 35 per cent of 
he r total hard currency earnings —a fhet which should earn 
greater attention for the industry than it has so far been given. 

Summary 


T?a :— 

The cultivation of tea began in Assam early in the nine¬ 
teenth centurN. In 1839 the Assam Tea Company was foim.xl 
in London. The early years saw feverish speculation and 
instability, l)ut shortly after 1851 the plantation was well es¬ 
tablished. By 18G5 all plantations were handed over by the 
(Government to private enterprise. 

Large plantations were established belw^een 1870 and 1900. 
Indian tea beat Chinese tea in the United Kingdom market. 

l.abour conditions in Assam were deplorable. 

In 1903 a small export duty on tea was le\ ied and tlie pro¬ 
ceeds were! devoted to increasing tea consumption in India. 

After the prosperity of the Lirst VVorld War there came a 
slump in 1920. The industry was very prosperors between 
1922 and 1927. In 1928 depression began and prices touched 
their nadir in 1932. Calamity was averted bv an interna- 
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tional agreement under which India was given an export 
quota. In 1933, under the Indian Tea Control Act, the Indian 
Tea Licensing Committee was constituted to implement 
this agreement. 

1932 -I’lie l ea Districts Emigrant Labour Act empowered 
provincial governments to control the recruitment and Ibr- 
warding ol workers. 

During the Second World War production increased greatly 
and touched its highest peak in 1946. Indian exports now 
lose steeply, owing to the loss to the United Nations most 
of the tea i'rorn other lands. 

In 1949 a Central 'lea Board was created by the Govern¬ 
ment to bring about the development ol' the industry under 
central control. 

Coffee:- . 

Coffee attained importance only by 1860 and its expansion 
l)ecame rapid in the ’sixties. The year 1885-86 was the 
record year for exports. 

In the inter-w^ar years the area under coffee cultivation 
decreased. There was over-production in the world. 

To help the industry the Government created in 1935 the 
Coflee Cess Committee. In 1940, when the European mar¬ 
kets were lost, it was converted into a war-time Board. It 
undertook the marketing of the entire ciop and brought about 
a rapid and great increase in domestic consumption. 

Recently Robusta cofTee has become more important than 
Arabica. 

Some other plantations :— 

Rubber production began in the early years of the century 
in Malabar and Mysore. Before 1934 rubber w^as searching 
lor an export market. Since then it has not been able to 
mc'ct home demand. 17,000 tons of rubber are produced and 
70 per cent of the plantations are in Travancore-Cochin. 

A number of plantation crops such as coir, pepper, and 
cashew^ nuts have recently become prominent. 
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THE NINE'IEENTH CENTl'RY 

1 .ARGE"S(L\LE in India was the outcom e o f the 

development of railway transport and the gir^wtii of the cot¬ 
ton a nd the jute ind ustries , whereas in Ent^laiTd tlie ^Irddur- 
tion of coal, wfiuTi Ijecame important through shortage of 
timber, was the cause of a striking growlli of transport faci¬ 
lities. As early as \J1^ the exploitation of coal for commer ¬ 
cial purposes beean in this country when th(‘ (government 
granted sanction to the firm c^f Sumner and Heath for min¬ 
ing and despatching coal from a large area at Sitarampur in 
the Raniganj field. But w ork was given up after the first 
consignment sent to Calcutta was found Inferior to Eng¬ 
lish coal. 

The fir st regularly constituted India n mine under Euro ¬ 
pean supervision and with European cap ital was opened in 
1820, fthe Raniganj mine). In 1839 its output was 36,000 
tons. C onsiderable impetus to mining was given in 18^34 by 
the opening of the East In cliaii Railway li ne, and 18 57-1858 
was the first year of specially recorded production when 
293,443 tons were mined. The East India Railway (Com¬ 
pany a cquired e xtensive coal-bearing areas at Giridih about 
1871^ and opened mines there . I’he Tharia field , which, like 
the Raniganj, belongs geologically to the Condwana system, 
was first surveyed in 186(3. Some years later, it was examined 
on behalf of the East India Railway but was worked onh' 
after 1892 . Here the progress was fiir more striking, and 
from 1,500 tons the output rose to t wo million tons in 190 1. 
Five years later this field was producing more coal than 
any other in India. Here also development became \er\ ' 
rapiej when the B engal Nagpur Rai hvay Company c omplete d 
their jnain line to the fiel d at the opening of the present 
century^ TTfe most important mine outside the provinces of 
Bengal and Bihar was worked after 1886 at Sim^areni in 
Hyderabad State, its output, early in this century, being 
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about hall* a niillion ton s. In 1 f)()() there were 287 min es at 
work, and the total production of coal was over 
tons. Tow'ards the turn of the century the e>^^rt irade to 
Ceylon and the Straits was raphUy dev elopin t^. 

Indian coal w as the c heapest in the w orld though the o utput 
lor each perstm employed w^as lowj being 70 and 75 tons in 
1901 and 1TK)2 respectively, w^hile lor the rest of the British 
Empire the hgure^s were 281 and 285 tons. In the early years 
the miners w'ere content to cpiarry the outcrfips ol' thick 
seams. J.aUn* th(‘y were persuaded to work underground, and 
when superstitious Tears had been overcome were induced to 
work during the night also. 'The n ext st^ge was the sinking 
oT s hallow p its by enterprising ow'ners, and the in trodu ction 
oT winding and hauling mac hinery. It is said that t)ne mine 
with a leasehold (j T 3,5 0() HgJitis an cl exploiting a scam 18 feet 
thick had as main as 58 openings, ‘ the idea in those days 
being apparently, mon; holes, more coal When railway 
construction created a great dernand for coal, steam pumps, 
steam winding and hauling arrangements and more sub¬ 
stantial lieadgear of wood or steel were introduced, but the 
i mpro\ement in rnininu methods was sm all, as is shown by 
the fact that the sinking of a shaft 200 feet was still regarded 
as an astonishing feat. In contemporary England pits more 
than 2.500 feet deep were being sunk. In the mines of Bihar 
and Bengal the y jillar and stall method ^ was adopted because 
of the comparative thickness ol the seams. Efficiency in min¬ 
ing w^as greatly h arnpeied by certain conditions m the leases , 
such as " mining operations should not damage the surtace,’ 
and these sometimes meant a loss of 20 to 40 per cent of coal. 

Referring to coal-mining in the nineteenth century an ob¬ 
server remarked: ' As far as coal-mining is concernerl in India, 
the industry so far as it has progressed has shown not only a 
N’cry low death-rate from isolated accidents but also a note- 
w'orthy freedom from disasters.’ The number of persons em ¬ 
ployed d aily averaged a little above 80,000 b etween 1898 and 
1903, the average death-rate from accidents being 0*88 for 
every thousand employed, while the average for the rest of 
the British Empire wixs I * 54 for itvery thousand and in the 
United Kingdom 1 *24. A large section of the labour force 

^ 'Diis was the metlicxJ of leaving pillars of coal standing here and 
there and removing them after the seam was completely worked. 

E 
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consisted ol' small agriculturists or day-labourers who went 
back during the harvesting and sowing seasons to their vil¬ 
lages in the adjoining area or in distant parts ofCUiota Nag¬ 
pur, sometimes causing dislocation.in tlie mining work which 
seemed to iheni important only fin* suj)pleinenting their 
earnings. 

FROM 1900 TO HKiO 

After 1910 there was a gradual change in mini ng n iethods; 
ele ctric pump s were introduced and the formation of much 
larger pillars in the first working resulted. Some ol the larger 
mines introduced coal-cutting mac hine s, l)ut the majority 
hadj2i]lv_§j(£,a^^^ 

During the First World War there was a s hortage of c{)al in 
certain parts because of the dilliculty of distribution, the ces¬ 
sation (jf imports and the mounting demand from industries 
which had to I'ulfil war contracts. l )ras tic measures i'or con- 

sci vatipn .had..lojR* jaken. Production Th Bengar was st('p- 

pcd up and coal was imported from South Africa. A coa l 
c ontroller was appointed to secure projjer distribution, and 
coal of good quality was requisitioned. 

Betwet'ii 1880 and 1910 th<‘ production of coal doubled 
every ten years, but this expansion has not been continued. 
At the close ol' the war the terrific' pressure on the railways 
and the shortage of labour in the coal mines necessitated Gov¬ 
ernment restriction c^f exports, 'i'he ou tput in 192 0 fell by 
ne arly t h ree m illk)n tons, and, two years later, when export 
res trie turns vvere rernewed, Indian coal could not recapture its 
former markets and had some difhc ulty in competing with 
South African c'oal, even in Burma and Madras.^ Th e slump 
caused a dema nd from the coal ccjiri pan it's f or an import du ty 
on South African coa l, and the Legislative Assembly wanted 
their case to be referred to the Tariff' Board. 

In part, the difficulties of the industry were due to the 
embargo placed on exports,'^ which gave India’s competitcjrs 
the advantage of establislied business relationships, but they 
were also clue to the u nreliable quality of the coal (export ed, 
deficiencies of organization and the rise m production and 
transport costs. The Government now decided to reffir the 

^ Report c/ the Indian Coal Committee, 1925, Chap. I. 

* Banerice’s Minute of Dissent in the Report of the Indian Coal Com¬ 
mittee, 1925. 
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technical matters to an expert coal committee and defer re¬ 
ference to the TarifI' Board until after it had reported. 

The Coal C'ommittee of 1925 p ointed out that the output 
of coal from a large number of collieries, both in the Raniganj 
and Jharia fields, compared most favourably in quality with 
South African, Japanese or Australian coal. Tt rec ommen ded 
the su pply of open wagons to all collieries, with m achines fo r 
l oading^o al to ensure loading in the l)est possible condition. 
The importance ol' a good system of grading and certification 
was emphasized and the setting-up of a Gradin g Board was 
recommended, l o reduce the cos t of production tRe use of 
m ore mechanica l (ioal-cuttcc s and the a voidance of stacking 
were sugtre sted. The Committee wanted an i ncrease in th e 
railway rebate on expf)rted coal from 25 to 37 per cent, or 
roughly eight annas a ton, and the l owering of port and rive r 
dues; l)ut these concessions were to be limited to the com¬ 
panies that agreed to the scheme of grading laid down. As 
regards labour it observed: ‘ The labourer in the Indian coal¬ 
fields is primarily an agriculturist, considered as a coal-miner 
is merely a casual and unskilled worker, and his standard of 
comfort is so low that the only effect of an increase in wages 
is a decrease in output, as he can obtain the amount which 
he made l)y working fewer days in a week 

'Fhe Government instituted a Grading Board in 192 6. and 
the railw'a>' companies and the Port Trust Authorities re¬ 
duced the freights and port due s. In the same year the Tariff 
Bdard considcrccT the demand for protection, and the majo¬ 
rity declared that there was no case for general protectio n, 
and that a c ountervailing duty on South African coal shou ld 
pot be i mposed. The CJovernmenl accepted this view. 

I’he steps wdiich were taken to help the industr\ regain its 
former markets, internal and foreign, brought success, and 
shortly aft er 1^27 many, of the dost markets were retrieve d. 
But no action was adopted f(:)r improving mining meth ods, 
b ettering the structure of the industry , or the proper utilizatio n 
of d ^resourccs^f the la nd ; hence most of the problems for 
wdiich, even in r920, remedial action was proposed still persist. 

THE ’thirties 

Soon after 1930 the industry w^as in serious e conomic diffi - 
culties and production f ell b\ nearly two million tons in 1931, 

^ Report, 1925, ibid,^ p. 32. 
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the output for 1933 being belov\ the 1918 figure. riiere 
was o\ cr-procluctip iK some eollieries following the policy ol 
'slaughter exploitation’ towards tlie best coal. I’hc Cioverninent 
rejected compulsory restriction ol' output. Production costs 
had to be reduc ed to the subsistence level and there could be 
no adecjuate provision for depreciation, d’he foreign export 
trade, which was small compared with tlie internal trade, 
though helped by a number of concessions not enjoyed by the 
intcTiial trade, was steadily diminishing. The industry snl- 
fered I'roin friction among th(‘ various groups and also I'rom 
disagreement within the groups. riierc w'as misunderstand¬ 
ing between the European and Indian divisions, and among 
the Indians ihcTe was no love lost between the Indian Mining 
Federation and the Indian Clolliery Owners’ Association. At 
a time of falling prices many firms found it hard to carry on, 
while concerns wdth advantages in the (quality of tlieir coal 
or in the cost of production refused to surrender them in the 
general interest. It ^vas surprising how^ trade carried on at all. 

The Coal Mining Comm itteei)jLL93.7 severely cndcized the 
manajjine agents in the industry, some of w'horn werelilnid 
to long-term interests and were only keen on big sales and 
large* profits. Tht‘y observed: * In short, to use a sporting 
metaphor, the coal trade in India has been rather like a race 
in which profit has always come in first, with safety a poor 
second, sound methods an also ran ” and national welfare a 
“ dead horse”, entered perhaps, but never likely to start 

'I’o prexent large premature collapses and to assist the 
control of fires, many mines adopted the panel system of 
working after 1926. Among the witnesses who gave evidence 
before the 1937 Coal-Mining Committee there was a sharp dif¬ 
ference of opinion about the merits of the system. After 1929 
the defects in mining methods resulted in several fires and 
explosions w'hich caused considerable loss of life and property. 
Public attention wtis turned to coal-mining and led to a de¬ 
mand for a thorough investigation. The Coal-Mining Com¬ 
mittee of 1937 pointed out that mining in the Jharia field 
was exceptionally difficult and dangerous, ‘ the conditions be¬ 
ing perhaps unique and different from anything else in the 
whole w'orld’. In 1930 a committee had advocated com¬ 
pulsory stowing. Tf’he Committee of 1937 declared that sand- 

’ Report of the Coal-Mining Committee, 1937, Vol. 1, p. 30. 
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Slowing was the most suitable method in the Indian coal¬ 
fields, and would double the life and productivity of the 
collieries in the Raniganj and Jharia fields. ^ 

The Indian labourer is in certain respects more fortunate 
than his European counterpart. Most of the coal is taken 
from seams of 10 feet and over, seams of* less than five feet being 
rarely worked. 'Ehe main underground roads are therefore 
gcneralh' spacious and the worker can stand upright at the 
coal face. .Mines o\T*r 500 feet deep are exceptional, so most 
mines are not very hot, but ventilation was inadequate in a 
large number of cases. Sanitary conditions were very unsatis¬ 
factory so that many workers were infected with hook-worms. 

L aboure rs in most collieries were recruited through con¬ 
tractors, and the amount spent f>n recruiting was high com¬ 
pared with the wages paid to labour. The supply of labourers 
was not constant throughout the year as many of them re¬ 
turned to agricultural work. The effect of labour shortage 
was aggravated by the long hours of toil underground, the 
large consumption of intoxicating liquor, the long time taken 
for the payment of' wages on rest days, and the shortage of 
tubs, which caused great delay in starting work. 

Between 1937 and 1942 there was prosp erity. Prices rose 
sharply because of growing internal demand and expanding 
exports, C^oal exported was given the benefit of a special 
rel>ate in rail freight and port terminal charges. Soon after 
1937 there were special shipments to China w'hich was facing 
a grave coal shortage due to the westward drive of' the Japa¬ 
nese forces. 

THE SECOND WORLD WAR AND AFTER 

Between 1942 and 1945, India experienced a coal siiortage 
of unparalleled proportio ns. Strict co ntrol was imposed on 
prices , sp ecial measure s were adopted t o recruit labo ur to the 
collieries, and to import machinery through Government chan¬ 
nels. F inancialJ iidiiccmcnts were extended in the shape of 
concessions in ri'gard to Excess Profits Tax and bonuses on 
production. These measures achieved some success. In 1945 
production in the Bihar fields touched the high-water mark 
of 16 - 59 tons. 

A retrograde step was taken during the war, viz. the ^- 
introduction of women in coal mines underground. This was 
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severely criticized both in India and abroad, but was 
justified by the Government as a temporary emergency 
measure. 

In 1944. under the Coal Mines Labour Welfare Ordinance, 
an adviso ry committee was set up whose recommendations 
res limited in aTc ess oTTbur annas on eac4i ton of coal and coke 
sent i'rom the collieries in British India, the proceeds from 
which were to be spent on labou r welfare activit ies. 

The conservation of coa l is a question^of greatest import¬ 
ance to the industry. The C oalfields Committee of 194 b ex¬ 
pressed the \4ew that gnrul rokinp; cf^il should be s upplied 
only to iron and steel and coke ov ens. Its use By raiT- 

wavTand other TncTustries, and for bunkers and exports, should 
be prohibited. There was no need, they thought, for con¬ 
servation in the use of good non-coking coal for the present. 
Conservation from th(^ mininif stan dpoint should aim at maxi ¬ 
mum extraction i n resp ect of all coals an ash content 

of up to^30 „per^cent. For this purpose they recommeruled 
c ompulsory stoy ying, which should be_assistecLt() the extent of 
Tb per cent of the total cost, subject to a maximum assistance 
of Rs. 2 per ton of coal extracted, from the proceeds of a cess 
on coal and hard coke. 

The Cbal Mines Safety (Stowing) Act of 1939 provided for 
stowing_ in areas where immediate danger to life or to mass 
of coal made tliis necessary, and for the levy o f an exc ise 
duty on coal and coke, the pniceeds of which would i)e uti¬ 
lized f or helping s towinir operations. Tlie Act was amended 
in 1940 to permit expenditure from the Coal Mines Stowing 
Fund, set up under the Act, towards certain other protec¬ 
tive measur es. 

During the war the Ecc)nomic Adviser’s ChaioJjidfiX-of 
Profits, which stood at 139*1 in 1S)39, rose to 359 * 7 in 1945, 
but an inquiry* revealed that the reserves and the depreciati on 
f unds stood in the majority of cases at the 1939 leve ls, \vTiilc 
cotton companies increased their reserves by 125 per cent, 
sugar companies by 69 per cent and tea companies tripled 
their 1939 reserves as early as 1942. 

By this time l ittle had been done to s ecure the safety or 
t he comfort of the wor ker. Except Ibr a few mines in Assam, 


* ‘ War-time Dividends in the Coal Industry Article in the Eastern 
Economist, May 17, 1946. 


CM. VIII 


THE (X)AL-MINING INDUSPRY 


where steel helmets were provided to guard the workers against 
roof-tails, in other fields even bamboo hats were seldom sup¬ 
plied. riie findings of the Rege Ck)mmittee disclosed that 
the provisio n for first ai(i was not s atis facto ry, that l ightin g 
was poor^ TT a number of mine^lTiat s anifatio n was a bsent 
both on the surface and underground—except in a few mines 
in Assam - that there was no provisio n for water-supp ly, and 
that care takeii lor medic al relief w as in a deq uate. ‘ Although 
the Santhal is scrupuTcTusTy cleanTn liis village home, once he 
migrates to the coal-fields he is no longer the same individual ’. 

The Coalfields Committee of 1946 made a number of ob¬ 
servations on the ownership of coal mines. I'hey had no iri- 
herent objection to consumers f)wning and operating the 
o^vned collieries provided they were not allowed to acquire 
coal properties far in excess of their requirenicnts. As re¬ 
gards rail way collier ies they pointed out that their a dministra. - 
tion should be separate d from the railway a dniinis tration. and 
their o wnershi p should be transierreJto a National Coal Co m¬ 
mission which should work under the supervision and control 
of a Separate Cioverninent department of fuel and power. I’he 
pi jvatc ownership gf th<* minera l rig hts in the permanently 
settled areas of Bihar and Bengal had profiucexLa>..Jiijip.b£LJ)f 
harmful consequ ejices. 'I’he only remed\', the Committee de¬ 
clared, was St ate ac q u is ition of rniiierai rights^ The Com¬ 
mittee also stressed the impori aiK-^e..uilreseaich. In 1949 the 
(Tovernment set up a Fuel Rese^ch Institut e at Digwadih, 
near Jharia. 

1948 was a critical year for tlic coal-mining industry, when 
labour unrest and transport difficulties caused some mines to 
be closed and restricted operations in others. Tn 1949, coal 
production increased to 31 ’4 milli on tons from 29*82 in the 
previous year. 'Fhe transport service improved during the 
year with the result that the (]uantity despatched from col¬ 
lieries rose to 27'90 million tons from 25*8 in 1948, Coal 
exports also increased. Australia has become a regular cus¬ 
tomer. India also sent coal to Pakistan in accordance with 
the trade agreement. 

India has now about a t housand coal mines and the out¬ 
put is about 30 million toils ! Fi fty-five per cent of this is 
raised in Bihar, 28 per cent in Bengal, and the remainder is 
accounted for by the Central Provinces, the Eastern States 
and Hyderabad. A little o ver 98 per cent is raised from 



392 


KCONOMK: llIS rORY OV KNGI.AND AND INDIA | PT. II 


Goiidwana coal beds and about 2 per cent from tert i ary beds. 
The former beds stretch across Bengal, Bihar, ()rissa and 
Central India; the tertiary beds are Ihnnd in Assam and 
Rajpiitana. S\entv-two ])er cent of the total output is ob¬ 
tained from Raniganj and Jharia. riie ("oalhelds Committee 
of 1946 wrote: ‘ In the matter of balanced production the 
Bengal lield has a more satisfactory history, hut the field is 
served by Ixnter transport facilities and has a more assured 
market lor its coal as it constitutes the main source of supply 
for export and bunker requirements. I’he development of 
the C'.P. fields has also not been characterized during its 
course by any period of overproduction 

As regards the t otal resour ces of Indi a, Cyril S. Fox of the 
Geological Survey of India wrote in 1915^: 

' The resources of go od quality coal are of the order of 
5,250 million t ons or about one-sixth of the quantit\' of all 
classes of cxtracta1)le coal. Of this 5,250 million tons, ap¬ 
proximately 250 million tons is re;ckoned as of st gaiglv coki ng 
quality, but rather too h igh in sulph ur for making coke fT)r 
metallurgical use in iron smelting although the coke would 
l)e (|uite suitable for smelling sulphide ores of copper, lead 
and zinc. In addition there are about 1,500 million tons of 
s uperior coking coal suitable for the manufacture of hard 
coke for iron ore smelting’. 

The Coalfields Committee of 1946 estimated that by 1956 
the country would require more than 40 million tons a year 
and suggested the aim of providing for a progressive increase 
in consumption of one and a half million tons a year. I'he 
r ailways are the mo st important c onsumers, taking aliout a 
thi rd (T the outpu t. In dustry xonsumes a fouiit h. and a ten th 
is used for d omes tic piu:poses. 

The Industrial Policy Resolution of the Government of 
India published on April 6, 1948, declared that mineral s 
should be the subject of central regulation and coritrol. The 
abolition of the zamindari system created some uncertainty 
about State policy. In September 1948 Parliament passed 
the Mines and Minerals (Regulation and Development) Act 
which empowered the Central Government to frame rules for 
the r egulation of the terms of prospecting licences and grant 

* Report of the Coalfields Committee, 1946, p. 27. 

^ Journal of Industrial and Scienlific Research. Article on ‘ 'fhe Conser¬ 
vation of India’s Coal Resources *, January 1945. 
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of leases, the co nservation and development of mitierals, and 
tHe m oBification of cxistimr licences a nd l eases on paymen t 
o f com p ensa t i ()n. 

Me chani/ation has made l ittle h eadway in the Indian 
mines and the Indk of the coaI is still h ewn bv manual labou r. 
In Britain mechanization made rapid progress in the coal 
mines in the ’thirties, and in 1937 57 per cent of the coal 
was cut by machines. In India, by 1945, out of a total of 910 
mines onlx* 75 liad coal-cutt ina machines. 

SrMMARY 

Ihf ,\h/(irrN/h (.'rntNrv: ■ 

The first imjmrtant c<kiI mine was opened in 1820 (Rani- 
i;anj mine) with Enrojjean capital and nnd(T rairopean su¬ 
pervision. Production here was stimulated shortly afterwards 
by the construction of the Eastern Indian Railway. 

About 1871 coal mines were opened at Giridih by the E.I.R. 

'I’he Jharia fields were worked only after 1892, but here 
pn)i‘'r(^ss was more rapid. 

In 1900 the total production in India was six million tons. 

In the mines of Biluir and Beni»al the pillar and stall svstem 
was adopted. 

1900 to 1930.*- 

During the. First World War there was shortage of c'oal 
because of distribution difficulties. 

Shortly aftei' the war the industry began to sufier l)ccause 
f>f the import of South African coal. Iii 1928. on the recom¬ 
mendation of the C’oal Committee of 1925, a Grading Board 
was estaldished by the Government. Xow railway freights 
and port dues were reduced. But the Cioveniment refused 
to grant protection. The steps taken to assist the industry 
caused a revival by 1927. 

The ’ Thirties ; - 

Soon after 1930 over-production was the problem which 
faced the industry. There was now considerable friction 
among the groups in the industry. 

The Coal Mining Committee of 1937 criticized the Manag¬ 
ing Agents. It advocated sand stowing. 

Prosperity began for the industry in 1937 owing to an in¬ 
crease of demand in China and in the domestic market. 
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In 1939 the Coal Mines Safety Stowing Act pro\'icled fdi 
stowing in certain areas. 

The Second J1 ^orld 11 'ar and After :— 

Between 1942 and 1945 India sufl'ered an unprecedented 
coal shortage. 

In 1946 the C^oal Committee made a numljer of recom¬ 
mendations about ownership of the mines and conservation 
of coal, and other matters relating to coal mining. 

In 1948 Parliament passed the Mines and Minerals (Regu¬ 
lation and Development) Act empowering the Central Gov¬ 
ernment to frame rules on a number of points relating to 
coal-mining. 



CHAPTER Vni 


THE COTTON MILL INDUSTRY 

(iKNKSIS AND EARLY PROGRESS 

1’he cotton mill industry, the largest of India’s industries, 
has from its inception been linanced and controlled by In¬ 
dians. ^\'heu it became a ri val to Lanc ash ire cotton manu- 
fac1 1 ire i ts IbrmjK ^s^ ^m it ifluenced A currenc>:__and-iiscal 
policies of the (Tov^ernment of India, wliit h had to placate 
the English cotton magnates. Hence the story oi this industry 
has a broader interest than the evolution of the other industries. 

Tlie lirst cotton mill (the Bowrea Cotton Mills Company 
near Calcutta) was started with English capital, but it had 
to close down after a short time. The industry is only 
just over a century old. In 18M the Parsee rnercliant, Co- 
vvasji Aanabhoy Davar, founded a cotton mill in Bombay. 
Three years later tliis mill started production with five thou¬ 
sand throstle spindles. The Parsecs had gained valuable ex¬ 
perience and amassed considerable wealth from their share 
of tlie cotton trade bettAeen the Dect'.an and the West. The 
import of coal from England facilitated machine production 
of cotton yarn in Bomb ay. Here, although the climate was 
not favourable, tliere were a numiHT of advantag es hardly to 
be found elsewlierc; there were adequate capital and credi t 
Ificilit ies. sp eedy m eans of traiispprt, and s hipping connectio ns 
with China, which fcir decades was an important buyer of 
cotton yarn. About the same time an Englishman called 
Landen started a mill at Broacli. Nothing is known of its 
growth until it became a large concern a few^ years later. 
'Fhe early success of tlie industry is shown bv the fact that the 
company started by Davar tiic Bombay^ Spinning and Weav¬ 
ing C.ompany paid first a half-yearly dividend of Rs. 600 a 
share, and tlie second half-yearly dividend yvas Rs. 400, so 
that the share-holders received Rs. 1,000 as interest on a 
nominal share of Rs. ,^i,000. 

The growtli ol‘ the industry got under way only shortly 
after the cotton boom of the early ’sixties. The high price 
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of raw cotton ciiirint* the Americati Civil War (^1861-1865), 
when Lancasliire had to turn from the United States to India 
for raw cotton, presented some difficulty to the industrialists, 
but the c otton boom ureatlv benetited the cotton mill industr y 
since much of the profit s made Iiy the sale of raw cotton was 
inve sted in new m ills! The cotton boom was followed by a 
severe dep res s ion, when a nnmben* of companies wTmt into 
liquidation, liui the industry, though rudely shaken, could 
not be uprooted. I’lie powerful companies which weathered 
the storm were a great stimulus to investment in cotton mills, 
and the companies that had collapsed showed tlie pitfalls 
be avT)ided. In the 'seventies a number of stable concerns 
grew up and production made rapid strides. The number 
of mills increased threelbld betw een IBGoand 1880. In 1874- 
1875 .seventeen mills were opened. By 1 88() the cotton mill 
industry had become ilie most import ant factory industry in 
t he country . .. 

EXPANSION TO NEW AKF.AS 

'riie year lil7J was a t urning-point in th e ex pansion of tiie 
industry IVoin the st a n dpo in to! 1 ocali z atiiTn. Mills were 
HOW' started in ih(* Decc an cotton-bearing tracts, at Alnned- 
abad. Sholapiir and Xagpiir, where there was raihvav traiis- 
poil, easy accessibility to raw' material, and abundant labour. 
These placets w(‘re also clo.se to the markeiing c(*nties. I’lie 
most important of these mills was the ‘ Empress Mill ' started 
at Nagpur (in 1887) by J. N. 'J’ata. who was ‘the foremost 
in trying new inventions and appliances which might ulti¬ 
mately prove advantageous to the cotton industry'.^ lata 
led as far as efficient and productive machinery was con¬ 
cerned, but Bombay remained the most important cenlre. 
In 1880, 42 out (4' the 56 mills in (‘xisicnce were grouped 
there. 


PROSPERTJ V AND GOVERNMEN'I’ AN I’JPA THV 

In 1 885 . tlie industry entered a period of great prosp erity. 
increased its exports, improved its machinery and the cjualit) 
of yarns, and expanded considerably wdihin five years. This 
rapid growth caused the Maru hester Chamber of Commerce 
to inv(‘stigaie. The C'hamber came to tlie conclusion that the 
causes of this prosperity were mainly ‘geographical 

> E. W. Wacha, The Lifr ofj, h\ Tata, 
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Aftei' .1 HliL under persistent pressure from Lancashire, the 
<iovennnenl was forced to adopt eertaiji measures preiudieia l 

di e interests of the indust ry. Jn 1879, <otton i mport dutie s 
were p artially abolishe d, and three years later completely ^ 
■ done away wit h. By (he cur rency lemislation of 1893, which 
^taT)ilixed the rupee at I s. 4d., the cotton industry l ost the 
ndva|itage_vvilikli i n its trade _with Cliiin a had been provided 
by the lall in the price of' silver. The exchange l)etween 
(Ihina and India, which had stood at sSlOO tf) Rs. 200, sud¬ 
denly fell to $100 to Rs. 192. which (‘ut Indian exports for 
that year by about .).)0 lakhs of lbs. l'\)r soiik' \ ears trade suf¬ 
fered. 1 he Bombay Mill-owners' Association contended that 
this currency change permanently affected the course of the 
yarn trade with Cdiina. but this view seems to have no basis. 
Next year the Ciovermnent displeased the Indians by impos¬ 
ing an excise duty ol‘ five per cent on Indian yarn of coun ts 
a Love 20 s7when an import duty of five pi'r ( ent was placed 
on cotton snoods and yarn imported. This excise duty did 
more to alienate the two nations than any other economic 
measure of the India (Government. 

'Lhe l ast yea rs of' the nineteenth century were a bad time 
for the cotton mill industry. Plague, fa mine^ de pression in 
t he China mark et, the first taste of Japanese competi tion, all 
told severely on the industry but failed to arrest its expansion. 
Although the industry expanded nearly three times in mag¬ 
nitude between 1880 and 1900 it met oiih nine per cent of' the 
I ndian recuiiremen ts of cloth as against b-f pt^r _rf*ni mel'Ly 
i ntports and 27 ce nt by the handloom indust i^. India, 
with about 204 mills, in 1904, compared ill with Britain's 
2,077 mills, the United Slates' 1,201. ItaK's 500 and France’s 
420. In efficiency the industry was much behind Lancashire, 
'2*67 hands in an Indian mill being the equivalent of one 
hand in a f^ancashire mill ’. 

rni; early rwENriErii c'enti ry 

The depression which started in 1895 lifteid only in 1905, 
but in 1907 the industry was drawai into the world depression. 
Ilu* following year saw a return to prosperity, and just before 
the First World War India o ccupied the f ourth place among 
the coUon manufacturing nations of the world. I’he leading 
nations^werT EnglitncT the Limted States, and Germany. In 
these, years a great impetus was given to this industry by the 
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Svvades lii mo\'einent. 'fhe weaving side of the indiislrN dc- 
velopcd more rapidl)- than the spinning, owing mainly to Ja¬ 
pan’s entry into the Chinese yarn market. The difli eult y of 
increasing the sal e of c oarse yarn in foreign countries and tlie 
growing home d enialiT T lor ~aTiTref Type of cloth resulted in 
an increase in the o utput of finer vaiT f. Bombay lost its 
predominance l)y the contraction of trade with China, and 
the Fi^ctor v Act of 1911 . which applied only to British India, 
led to the growth of mills in t he native states. 

THE FIRSr WORLD WAR AND THE FOSI’-VVAR BOOM 

During the lursi W'orld \Var a slirmkage pr.m and 

a great in crea se in ho me deniaud cifilst'd an appr ecial)le r ise 
in home production . The need lor growing more long-staple 
cotton in India was now felt. Even in 1917 there was 
a boom i n the industry, and in the next four years capiu il 
i nvestment almos t doubled. The boom lasted longer than 
in other industries, and was to some extent the efiect oi* a 
real increase in the demand for cloth. Some mills now paid 
enormous dividends. The dividends of the Bengal Xagpur 
Mill and the Muir Mills ranged from 70 per cent to 120 per 
cent in the war years and the boom period, while the Delhi 
Cloth Mills paid 170 per cent. The Bombay industry paid 
dividends amounting to 40*01 per cent of the paid-up capital 
in 1919, 33-2 per cent in 1920. and 30 pc'r cent in 1921. 
In the immediate post-war years the ten dency for the indus try 
to expand outside Bombay continued. After 1914 there was 
only a smidT ath”tFfc' Bombay”~i^and where the industry 
could expand. Alorcover, foreign competition affected the 
Bombay mills more than those deep in the interior. 

The increased production of finer cloth in this period meant 
vigorous com pe tition with foreig ner s. In the pre-war period 
much of the Indian mill production was of an intermediate 
grade. It did not, therefore, have to compete w’ith imported 
cloth, which was of a finer type, and coarse hand-made cloth. 
Now, besides fightin g the L ancash ir e produc ts, Indian cloth 
and yarn had to compete with the increasing influx of japa- 
nesc pie cerO^Qpds and yarn. 

In 1921-1922, the industry supplied 12 per cent of the 
Indian requirements of cloth, w'hile 26 per cent were met 
b\* imports and 32 per cent by the handJoom industry* 
Bombay no longer led the production of plain grey goods and 
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her pride of place in the case of oilier ii^oods Avas gradually 
lost. 


DEPRESSION AND PROTEC 1 ION 

Alter 1921 the industry was hit by de pression . Jlie slop¬ 
ping ol' the war-tirne bonus led to a Iwo-monlhs’ strike in 
Bombay and the rollowing year the amiouncerneiit of a wagc- 
nit caused one of the greatest strikes in the liistory of Indian 
labour. Shortly al'tcT, the stj spension of the c ot ton excise 
by the Ciovernment brought some relief to the manufacturers, 
Avho tliereupon withdrew the wage-cut. Though this settled 
the issue lietween labour and capitah the industry’s trials 
w<!re not at an end. J’he chief source ol‘ dilliculty was in¬ 
creasing Japanese competition. It was the formidable rivalry 
of Japan, now Lancashire’s chief competitor, that kept the 
latter passive when the cotton excise duty, for which it had 
so vigorously clamoured, was suspended. 

On the effect of the cotton excise .on the Indian industry 
Mr. Gokliale said in 1911: ' If we take an average of the good 
and bad years (for the cotton mill industry), I am not quite 
sure that there is such a strong case to urge the abolition of 
these duties from the standpoint of the condition of the 
industry. Except in such ahnormal times as the present, I 
think it is absolutely clear that the d uties fell not on t he 
p roducer but on the consumer This is often not realized, 
and historians are fond of speaking f)f the ‘ serious effects ’ 
of the cotton excise on the Indian cotton mill industry. 

rhe Bombay Mill-owners’ .Association, which had for a 
long time objected to a demand from various quarters for 
an investigation into the condition of the cotton mill industry, 
was c ompelled because of jnere asing Jbreign competition tp 
ask Jbr"a T arili'Tloard ciutuirya. Among il's'clehiands were 
the imposition of a protective duty of 17^ per cent on cotton 
goods (in addition to ihe existing revenue duly) and the 
return to a Is. 4d. rupee. The demand for protection was, 
however, not so earnestly pressed fnnn other centres as from 
Bombay and Ahmedabad. The representative of two of the 
most important mills in Madras province expressed the 
view to the Tariff Board that the industry in the presidency 

' Speech in the Imperial Legislative Council, March 9, 1911. 
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\vas iiol ill a drpresscd condition.* i’lie expansion of the up- 
country mills was particularly marked hetween 192:i and 1926. 

In 1927, a detailed analysis of the causes of the depression 
was made by the Tariff Board. It found lhat some causes nl 
the slump were world fac tors, such as the occurrence of the 
trough of a trade cycle, the trend of American cotton prices, 
and the disturbance in the relations between agrarian and 
other prices. Of the causes which were special to India some 
of them affec ted the C(»tton mill industry in all parts of India. 
I aj:)anese compet ition was one ol'the causes. Japan’s power 
lay 111 her commer cial oruani/a tion, the greatejy eH 
Japanese lalKiu r. the l ow cost of production in Japanese mills 
througly the ciciulile-shili^ syst^ and the high prcipiirtion of 
w ome n w orke is emplox c'd. As to the ratio of men to women 
workers in Japanese mills, the Tariff Board pointed out that 
in India the position was almost exactly the reverse where* 
men outnumbered women by lour t(» one. 

The Japanese iiiamifac turers also benefited fi'orn the laxiiv 
ol’ iactor v hiws which made possible the ghastly sweating of 
thousanefs of girls and women, l. owcr wage s and 
hours pro\ ed ad vantageo us to the Ja*panest‘ only b ecau se the 
laT iour supp ly in that country could e asily be_^T*ne wed . As 
regards the double-shift system, the Tariff Boaref pointed out 
that it could not be introduced in Bombay because of the 
prohibition of niglit work fen* women and children in the 
factories and the dilli('ulty of congestion in the city. 

India’s advantage of nearness to raw material was offset by 
Japan’s custom of bin ing raw materials in the Indian as well 
as the American markets. 'I'his enabled her to secure some 
lienefit from comparatise variation in prices. 

AiKUher cause f)l the depression in India was the declin e 
i n the C^ h inese yarn tra de, li)r w hich the 1 arilf Board held, 
the apathy of the Bomliay mill-owners was partly to blame. 
C'ontrasting the activities of the Japanese produc ers with those 
of the Indian manufacturers, the TarifI' Board remarked; 

‘ The corporate action of the Bombay Mill-owners’ Assexiation 
has hitherto lieen confined in the main to action in regard to 
the Ial)our Cjuestions. In this respect their position is different 
from that of the Japanese Cotton Spinners’ Association, the 
most important function of which is that of controlling on 

’ Report of the fariir Hoard on the Cotton Textile IntUistry. 1927, 
para. 13. 
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behalf of its member companies, the imports of’ raw cotton 
from India and lliat of arrani>in,o ihatyfiLs tlicreon with steamer 
companies interested. The Bombay Mill-owners’ Association 
have done nothing hitherto in such direclions 

In the opinion of'one member of'the TarifI* Board the new 
rupee ratio of Is. (id. had an adverse eflect on the competitive 
power of tlie Indian indusiry, directly as well as indirectly, 
by reducing the purchasing power of' the agriculturist. The 
majority of the members, however, thought that it had no 
such effect, but only caused some difficulty b\ widening 
the disparity ])Ctween wages and prices at a time of' falling 
prices. 

I’he 4’aiifl Board also mentioned certain factors which, 
though operating in different parts of' the country, affected 
Boml)ay nun e directly. fhex were such faults of finance and 
organization as over-capitalization and distribution of' high 
dividends in the boom period, the dependence of' the mills 
on short-term loans, deposits and cash credit, speculative and 
shady transactions of' managing agents, many of whom did 
not have the recjuisile technical qualificcilions, and the apathy 
of' the shareholders. 

i'he Tariff Board’s findings included adverse factors which 
were peculiar to Bombay, such as the relatively high cost of 
labour, of power, fuel and whaler, and distance from the raw 
material and c hief markets. 

Such was the analysis of the causes of the depression during 
which the net profits of the Bomliay mills fell from Rs. 31^8 
lakhs in 1922 to 33 lakhs in 1923. In 1925 the mills had an 
aggregate loss of 134 lakhs. 

Apart from making r ecoinrne pd;itinns: fr>r t he imp r ovemen t 
ol' the inj ^rnal or ganization of the industry, the 'I'ariff Board 
proposed die i iicfcasFOfThe existing import duty of 11 per 
cent to 15 per cent, a bounty on the higher counts o f yai ii, 
and the e xemption of'cotton textile machinery and mill stcjr es 
I'rom im port dul y. 

'"T^he Indian Tariflf' (Colton Yarn Amendment) A ct of 1927 
placed protective duties on cotton yarn of five per cent ad 
lalorctn or 1 ^ as. per pound (before this there was only a revenue 
duty of 11 per cent), whichever was higher, until March 1930. 
The duty on mill machinery and stores was abolished and 


* Report, ihid., para. 77. 
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dial on artilicial \arn was reduced to lielp the haiidloom 
industry. 

As the indust r) (ontinned to siiHer I’roin ronn^ii competition 
Mr. (j. S. Hardy, Collenor ol'Customs, Calcutta, was asked 
to consider the situation, and he favoured nil valorem duties. 
L iider tin* (-otton J’extile Industry l ^iotp.cjiou Act oi 19^0 . 
wliich was to ojicrate until the act val orer n duty was 

raised to 1') per cent and a mhjiimun spe( i(ic du4’ was levied 
on plain ere\ ^ oods . On nou-Hi iiish i»(K)ds a fiuTlicr dutyjof 
was levied <>nTFie'7;rouhd that it was nec(‘ssary 
to limit the sacrifice' of tlie consumer—action which was 
much c riiici/ed ifi India. 

rile remaining \ ears before the Second World War saw' a 
c omplication o i* tlie ta riff structu re as a resu It of jjrefereiilial 
and bilate ral agrc'eme a its c onchided with Hrilain aii cTTla " 
pan . The f in.'urc^.Acl.oLf Ji|31 atid thc* Supplementary Fi¬ 
nance Act brought the duties o n Br itish cot ton picc'e-goods up 
to ^ per c ent, and the dutic's on non-British goods to 31 |per 
<xnt. After a Tariff Board erujiufy, Tn 1D33, thc^ dutiers on 
non-Brit ish go()ds were puslied upjo the high limit or6| annas 
pCM'“lf). bn plain grey ^lods and 7a per cent ad valorem on 
others, [ apan tiow retaliated b\’ re ducin g; Ikt off-take of 

Indian_jLiit.U>m Aflca* long-drawn negotiaiions^TRe rncfcjjj- 

Japmi^e U;c|m^ concluded wliich resulted in the 

lowering of the duties to aj as. per lb. and 50 per cent ad 
valorem. I'his change in the tariff w as made nnd(T the Indian 
lariff (Textile Protection) Amendment .\ct of 1 934. Japan 
w’as now given an i mport quota d epending on her off-tak e 
of Indian c otton. By this time an agreement w?as c:oncluded 
by the Bornba\^ niill-owTiers wiili Lancashire industrialists 
(The Lees - Me idy Pa c t) and in 1936, as agreed, the d_uty on 
British goo ds \v^is reduced. It was now 25 per cent-^Mfie 
limit being fecxTnmencTeT the Special Textile Tariff Board 
of 1935. Lancashire w^'as. howxver, not satisfied, w^hile Indian 
mannlacturers were displeased. 

Fresh bilateral trade agreement s were entered into by India 
•with Japgn and England i n 193 9. Thereupon tlie Indian 
Tariff (Third Amendment) Act of the year reduced the duties 
on British printed goods to 171^ j oer cent ad valorern and that 
on oth er British piece-goods to T5 p er cent ad valorem. The 
Act effected a conjugation Ijetween Britain’s purchase of 
Indian raw cotton and her sale of cotton goods to India, 
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providing for the alteration of duties in accordaiue with 
changes in British consumption of Indian cotton beyond cer¬ 
tain specified limits. Japa n was now given a fresli impor t 
q uota, winch was to \-ary according to her consumption ol' 
Indian rav\' cotton. The ar rangements were c riticized^ -hv 
Indians as^ iot providing suiricien t pr otection for printed goods 
and as nc]i.iiejpj]i.t^^ cotto n gro wer to any apprecr* 

able extentd 'The supporters of the Indo-British Trade Ag¬ 
reement contended that India was competing successfully with 
l.ancashire, even in the overseas markets, and that it would 
be impossible lor the United Kingdom, even with a complete 
abolition of the tariffs, to replace standard Indian cloths in 
the Indian market.' 

Protecti on enable d the cotton mill industry to i ncrease 
P roduction and <)I)t^h} a big shar e of the I rydian markeL TKe 
percentage shares of mills, handlooms and imports in the 
consumption of cotton cloth in India which had been 39*6, 
21‘6, and 38*6, respectively, in 1924-25, became 61*6, 28 0 
and 10 *4 on the eve of the Second World War. The num¬ 
ber of mills increased ir orn 258 to 389 . spindles from 6*7 to 
10 millions, and looms from 118,000 to 202,000. The pro¬ 
duction of yarn went up by 52 *8 per cent and cotton piece- 
g oods by 93* 2 per cent . This was not due to any great ex- 
pansifni ofj^iit, but to the g reater use of existing machinery . 
I'here was considerable di versiheation of productio n in the 
inter-war period and the industry developed new bl eachiu g. 
d yeing , p rintin g and fi nishing processes. Output of yarn of 
above 30 counts increased fi*om about 39 million lbs. in 
lS)26-27, to 237 million llis. in 1937-38.'^ The exports of cotton 
twist and yarn showed a sudden increase in 1937-38 and 
1938-39. Further, the manufacture of piece-goods from high 
counts of yarn also rose. Some lost ground was now regained 
ill the export market. Although the total exports of piece-goods 
fofmed a very small proportion compared with the total 
Indian production, for the Bombay mills, exports were not 
negligible. 

It must be rememl)ercd that for a number of years the 
industry was struggling hard behind tariff walls to maintain 

^ M. P. Gandhi, The Indian Cotton Te.xfik Industry Annual^ 1939, p. 2(1 

® Report by the Committee of Unofficial .Advisers on Indo-British 'frade 
Ne^fotiations, Septembers, 1938, p. 14. 

The Annual, ibid. 
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production and enlarge its markets. Thirtydour mills out ol* 
5() gave nothing to their stockholders in 1933. But afte r 1938 
earnin»s ereatly incre ased. rhe Economic Adviser’s ( "hain 
Index of profits went up in 1939 to 104*3 (it was 33*9 in 
193371 4’he war was tlie only real re'asdh for this striking 
improvement in the industry’s financial position. 

It is unfortunate that the enieienc\’ ol'la].)our and the qua¬ 
lity of management did not improve more under prot(*ction. 
In 1931. the Ko\*al Commissioi i on l.alxiur recommended the 
early inauguration of a system of st andardized w ^ai»es. But 
except at .Mimedabad, in no large centre ol industry 
W'as this recommendation carried into etleet. In 194f^the 
Rege Committee reported that in spile of certain increases 
grantecFTcrflTFoperatives in .some centres the ba sic w^age lev( 4 
r emai ned \*e rv lov yd except in Madras City, Ahmedaliad, 
Bombay and Baroda. Many employers made n o provisio n 
for the w^ orkt ^rs ojti retirement. In the older centres like 
Bombay. Ahme3ai)ticTi’ahd~7^K) there was ny provision 

foj’ gr antin g leave vvitli pay. 4'he housi ng co n diti(,)n s for the 
workers cf)ntinued lb bellcpl^ particularly in the large 

cities. 'Erade u nionism w^as sti ll s uspect. 

Tin: SKCOND WORLD WAR PKRIOD 

During the Second World War the industry sliowed consid- 
erahlr advance in spite of the difficulty of getting machinery. 
Imports o(‘ piece-goods were negligible, especially after tlie 
f rce/imi order aeaiiist Japan in 194 1. Ehere was a great rise 
in war order s plac ed by the Government and by Australia and 
\e\v/ealand. Xearly 400 million t ailored items w^ere d(4ivered 
by the eloiiiing Ihctories to the GommonwT":alth forces and its 
allies. Forty-two million tailored items had been turned 
out in the lifty-tvvo mouths of the First World War as against 
in the hist hfiy-two months f)f the Second. In the 
supply of tents India’s position in the Commonwealth was 
unique. Striking progress was made in several directions such 
as die pr oduction of accessor ies like bobbi ns, s huttle s, pickers, 
p arachute s, and so on. More than a do/en mills were sTarter r 
in this period, and the quantity of cotton consumed increased 
b> 33 .3 per cent between 1938 and 1944. Because of the 

' Report of the T.at>our Inve.stieration (^orniniitee on the Cotton Mill 
Industry, p. 215. 
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diflirulty of seciiriiii* machines tiie rlonhle-sliift system was 
almost universally adopted. 

'file remarkable prosperity of the industry is shown by the 
fact that the j)r ofits inde x, wliich was 154’6 in 1939, rose to 
760 x in 1942. Fhe percentage of companies distributing 
dividends between 15 to 20 per rent and above, rose from 
43*7 in 1941 to 09 1 in 1942. The industiY made the pro- 
cliL»ious profit of nearly twelve rrores of rupees in 1944, This 
prosperity is also shown by the fart that no less than jUJ per 
rent o f the total proceeds from the Excess 1 To fits 4 ax d uring 
the war were realized (rom the Te uton Mill mdustr y. In 
March 1 943 the wholesale price s of cotton piece-goods reached 
their peak wIkmi th(‘y stood at nearly five times th e pre-war 
jc^el. Since then the control measures of the Cjovernment 
have brought about a recession, though even now they stand 
at about two and a halftimes the pre-war level. 

1 he i nterests ^4 <h** suffered a good deal owing 

to the de iiciencies of the system of contro l. The Government 
first ordered the production of * standard ’ or ‘ u tility V-d oth 
tor the benefit of the poor, but much pr it w as unsaleab le. 
In 1943 the ^’ arn ('ontrol Qjid er was prornuTgated, and 
\ arious measures relating to the holding of stock were taken 
under it. 'fhe sc heme was implemented by the 4 >xtile C on- 
trol Boa^d, a new body of tw'cnt)-five members representing 
rmll manufacturers, labour, the clothing trade, handloorns, the 
Indian Central CMotion C.oinmitlee, and the East India CoU 
ton Association and transport, with an ofhcial chairman. It 
advised the Textile (Commissioner on a number of matters. 
B\ 1 943, ceil ing prices w ere fixed for all varieties of (4oth and 
yarn. It is said that the consumers benefited by nearly 
forty crores of rupees a year. But they had a lot of diflicuity 
because of the inability of the Government to check. effectiveK , 
hoardim; and b lack-inarkj -Uiig-. In 194 5, a ne w scheme of 
c entral distribution was evolved , an important feature of which 
was the close co-ordination between llie central and the pro¬ 
vincial authorities, but even that had a number of loop-holes. 

ITIE POST-AVAR PERIOD 

The pr otection granted to the industry up to 1942 was 
e xtended until March 31.1947. The T ariff" Board , after 
a summary enquiry, declared that the in dustry had failed to 
substantiate i ts claim for protection a nd hence the protec- 
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tiy f* dutie s should be allowed t o expire and be related by 
such re venue duties on cotton textiles as may be necessary 
for budgetary purposes. It was alsf) laid down that there 
should be n o import du ty on yarn , pr otective or revenue. 
The recommendations in regard U) duties on col ton'textiles 
were to apply to the imports of artificial silk and art silk mixed 
fabrics. I n case t he i mpor ts of cotton piece-goods exceeded, 
for three months ruiniing, a monthl y average cf mill ion 
yards there wouTd~I)e a tariff enquir y, rtie t ucltan Tariir 
A mendment Act ol^ H)47 co nverted the existing protectiv e 
d uties on cotton cloth and yarn into r eveMiue duties . Init pro- 
t cction was con tinued for cotton and artificial mixed silk 
f abric. 

~The* closing of the war was the b(*ginning ol' a p(‘riod of 
big i ndustrial disput es which lasted up to 1951. Increase 
in wages, dearness allowance and bonuses, w'ere the main 
demands of the operatives. Strikes were now^ staged in Delhi, 
Amritsar. Bombay. (loimbatore, and a few- other centres. In 
1946 more than 106 strikes occuried in the Bombay cotton 
mills alone, which resulted in a loss of about 1,250,000 man- 
days, w hile shortage of labour and absenteeism accounted for 
a loss of 93 million rupees. In the following two years a num¬ 
ber of centres were affected. A sixty-three-day strike 
paralysed Bombay’s mills in 1950. Started by the Socialist 
Mill Ma/.door Sabha, this was the second longest stoppage 
for twenty-five years and resulted in the loss of a]x)iil sixty 
million man-hours, tw enty ihoiisancl bales of cloth, and more 
than tw'o crores of rupees in w-ages to workers. 

Since the Pa rtition , the indnstry lias been in difficulty, 
owing to a t reneral shortage of cotton. A s\'stem of contro l has 
been adopted by w hich each mill is allotted a qu ota of cot - 
t qiL with the floor a nd ce iling prices of cotton being fivcrb 
Thc country is divided into /ones, and the movement of co t- 
ton f rom one zone to another is n ot allowe d exce pt unde r 
permit. The y ield of cotm n per acre is still v ery low . In 
1945 the yield w^as 121 pounds as compared with 531 in 
Egypt and 264 in the United States in 1937. Thanks to 
the w’ork of the Indian Central Cotton Committee there has 
been a ir reat increase in the production of long-stapled cotto n 
during the last twenty years. Cottons of staple length of 
seven-eighths of an inch and above (medium and long) in¬ 
creased fro m 30 pe r cent in 1922-1927 to 38 per cent in 
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19!^7-1942. M’lie r losiim o f tln^. market^ in t he F^ir E ast aiul 
Europe f ()r__sliort-sta ple cotton durint;; the recent war pro- 
i nnted .iLc cultivation o(' loni^-staple c otton. llie character 
of the co Uon cro p can be further c hanued h v a vigorous dis¬ 
tribution of i mproved seed s. 

The d evaluation of the rupee has ])rought about an increase 
in the exports of cotton textile s. I'he fr(‘e exports of fine and 
superfine cloth were permitted in lOoO whilst I'or the other 
types a quota was fixed. 

There are now a[)out 421 mills in the Indian Union, and 
many otlicrs are in course of erection or being planned. In 
recent years Madras has progressed most; frmn only 12 mills 
in 1929 the number had increased to 65 in 194!h The de¬ 
velopment of el ec trie power resoin ces has fac ilitated the* eme i - 
gcjice of a ly ^ spin ning indus try i n S o u tli India . Next to 
^vladras, progress lias been rapid in Bengal where in twenty 
years the number ol' mills has nearly doul)led. Many oi‘ the 
Indian states have also witnessed the erection of a large num¬ 
ber of mills,^ While Bombay's importance decreased. Ahmed- 
abad forged ahead. 

Thirty yards were tlie minimum recjuirement of cloth per 
person suggested I)\ tlie National Planning Committee, hut 
in 1946 the Go\ernment fixed 18 yards as the target to be 
realized within the next three or four years, and decided to 
install nearly three million spindles of which one million 
would be fine. The country was di\ ided into zones, and the 
allocations of new' spindles decided to make each area sclf- 
sulficient in cotton textiles, but taking into consideration such 
fiictors as the supply of raw materials, trained lal)Our, electri¬ 
cal energv, coal and transport. 

In 1948 the Pc^sl-war Planning Committee (Textiles) made 
a number of recommendations regarding the import of textile 
machineiAx Most of the machinery liacl been imported from 
the United Kingdom, and in many cases machines rejected 
after \ise by Lancashire were purchased. The Planning 
Committee suggested the prohibition of the import of second¬ 
hand productive machinery, but it was rejected by the Gov¬ 
ernment. The Industrialists' Mission which toured the 
L'nited Kingdom and the United States three years back was 
not very hopeful about importing the required machinery 


Report on the Localisation of Industry, p. 21. 
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from tlie two countries at that time, ]>ut lhe\ tliouL»iii that 
in a couple of years the prospects would be brii>hter. 'The 
production of capital goods in India should have an import¬ 
ant place in a plan for industrial development. 'I’here are 
now a few factories which produce textile machines. Iml the 
output is ver\ small. 

India has liecome a high-cost producer and the prol)lem of 
increasing the efliciencv of labour remains an important one 
for the industry. Efli ( iencv .sTljciijes must be co mbined w ith 
pr ovision fo r teclim'cal tra ining and a ra tional i/ation ofbuilcl- 
mg struct ure and machinery lay-out. 

Until verv recently, sufficient ~al tent ion was not j)aid tf > 
research. (.)nlv a short tirm^ ag o, on the initiative of ilie 
.\hmedabacl ^Till-owners’ Association, a Researc h .Assodatio n 
was formed I'or promoting research in the metliods of pro¬ 
duction in the industrv. 4‘he Association made a capital 
cX)ntribution of Rs. 18 lakhs and the (h>vernment a grant tjf 
19 lakhs towards the starling of a rescarcli institute, d'he 
other attempt to forward rc'search was the* creation of the 
C otton Textiles Fund in 194.1 . the proceeds of which would 
accrue from a th ree per cemt e xport duty on cotton c loth 
and \arn. Important research is now being carried on in 
the tec hnological laVroratory of ilie Indian Central Cotton 
Committee and the Department of (’hemiral 'lecdmologv of 
Bom bay Uni v ers i ty, 


Summary 

(ifificsis aurl Early Proorrss :— 

The development of the industry began in Bombay in 18,11, 
and got under way onl\ shcntly alter the cotton boom in tire 
’sixtic's. By 1880 it became the foremost factory industry 
of India. 

Expansion In \cw ^ Irras :— 

Shortly after 187.1. mills were started in the Deccan cotton¬ 
bearing ti'acts. The most important <if the factories of this 
time was the ‘ Empress Mill \ establislied at Nagpur bv 
J. N. Fata. 

Prosperity and Government Antipathy: .- 

In 188,3 a very prosperous period began for the industry. 
The Government was unhelpful, and in 1894 levied an excise 
duty on Indian cotton yarn of counts above 20s. 
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The Early Tweniielh Century :— 

Prosperity and depression alternated, hut by 1914 India 
was fourth amoni^ the eotton-manuracturing nations of 
the tvorld. 

The first ]\'orIfI War anri the Post-war Boom:— 

'riie \Var gave an impetus to the industry and the post-war 
l)oom lasted longer than in r)ther industries. 

Depression and Protection :— 

Depression began after 1921 J'or a variety of reasons, some 
of which were peculiar to India and some to Bombay. Pro¬ 
tection was first granted to the industry in 1927 under the 
Indian Tariff' (Cotton Yarn) Amendment Act. Protection 
was increased in the ’thirties and India extended preference 
to British cotton goods. She entered into l)ilateral trade 
agreements with Japan and with Britain. 

The Second World IVar Period :— 

The financial position of the industry was now much im¬ 
proved and there was a great diversification of production. 

The Pout-war Period :— 

Ill 1947 protection was withdrawn. The cotton industry 
liegan to suffer shortly after the close of the war owing to 
laliour unrest and cotton shortage. 

Chief Dates 

1851—The Cblton Textile Industrx was started in Bombay. 

1875- Expansion of the industry outside the Bombay pro¬ 
vince began. 

1882 -Abolition of the Cotton Import duties. 

189^—The levy of the Cotton Excise. 

1927.Protection was granted under the Indian Tariff Cot¬ 

ton Yarn Amendment Act. 

1934—Indo-Japanesc Treaty. 

1939 —Trade agreements with japan and the United 
Kingdom. 

1947—Protection was withdrawn. 
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THE JUTE MILL INDUSTRY 

Tlir. RISE OF THE INDTsTRy 

BeI'ORe Partition in n»47, India had tlu‘ monopoly of the 
world's raw jute. The Jute mill industry has been her irre ates t 
e xport industry . 'J’he industry owes its oridn to Europea n 
capita l and enterpr ise and has remained iiTmf)st completely 
under F^nropean contro l. 

The export of r aw jute to Brjt ain. which was increasing' 
after 1 333^ grew still larger when, owing to tlie Cirimean W ar, 
Russian hemp and flax l)ecame iinol)tainal>lc. 'Phe maiiu- 
f acture of jute c loth could not he started in India 
because of lack of fuel . When, by the opening of the Rani- 
ganj coal-fields, this pro])lem was solv(‘d. George /Xcland 
established in 1805 a mill at RLshra, near Serampore in Ben¬ 
gal. It is interesting to note that m echanical production of 
j ute cloth had only 

seven years earliei’ . 

For the first tliiiui^-wjars. the industry develop ed very 
slowl y. The first power-hjom was installed in 18 5^ In this 
period tliere wen* a few years of great prosperity. Some mills 
declared bounteous dividends and 'it was only necessary to 
issue a prospectus of a jute mill to have all the shares snapped 
up in the course of an afternoon \ Between 1 868 and 1873 
there was a mitshroom growtli of netv concerns^ But some 
of them collapsed winai over-production menaced the indus¬ 
try. Between 1 873 and 1882 the mills went through a diflicu lt 
period. 

After 1870 the export of manufactured jute outstripped 
the export of raw jute and gained a hold in ;^iatic, Australian 
and American markets. The value of jute cloth exported 
increased from 124-9 lakhs of rupees in 1879-1884 (average) 
to 1829-8 laklis in 1907-1908. Towards the close of the 
century, England’s jute manufacturing centre, Dundee, felt 
the pressure of Indian competition. The following figures 
of the world consumption of raw jute give an idea of the 
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growth ol the Indian industry relatively to the jute mill 
industries in the West. 


World Consumption of Raw Jute (thousands of bales) 


Country 

1884 


1904 

j 1906-1907 

1 

The United 
Kingdom 

1,200 

1,200 

1,200 I 

1,842 

The Bengal mills ’ 

900 

1,500 1 

2,800 i 

-3.517 

Europe 

850 • 

1.100 1 

1,800 1 

2,056 

America • 

- . 

500 ! 

500 1 

500 


la an effort to reduce Indian c ompcjjlion the Dundee 
industrialists supported the cause~7>r lac tory legislation in 
I ndia -a reminder of the support which English labourers 
received from landlords who had really no great concern for 
the interests of the urban working class. 

L.abourers were now being imported from the United Pro¬ 
vinces, and Orissa and the northern districts of Madras, At 
the beginning of this century about 145,000 workers were 
employed on an average daily in llie mills. Ninety per cent 
ol' them were imported. Recruited in almost all cases from 
places four hundred miles aw^ay from the mills by a class of 
hardened men known as sardars, m^ny of whom had them¬ 
selves experienced the hard factory conditions, they were 
herded in squalid hustis amidst inj^anitary and unpleasant sur¬ 
roundings and paid low wage. Moreover they were under the 
C(jnstant surveillance of those relentless masters and allowed 
little comfort save liquor. 

The most interesting fact about the Indian jute mill in¬ 
dustry is its o rganization for combating cut-throat competitio n 
a nd over-producti on. In 1 884 the Indian Jute Nlanufac - 
t urers’ Association was fenmed for c hecking over-productio n, 
providing inf ormation to members, and e xpandinjg their mar¬ 
kets. Shortly after its inception it made an agreement to 
r ^iice outpu t. By this agreement, which lasted until 18v^l, 
mills worked only for four or five days a week and expansion 
of capacity was in alieyance. As a result, unlike in the Cot¬ 
ton Mill Industry, a slump did not bring liquidation of some 
concerns. 

Like the cotton mill industry, jute manufacture also was 
prejudicially afl'ceted by plague and famine at the turn of 
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thr nineteeiilh century, but its p ower of expansion reiniuned 
ii nimptiired . 

rWEN'l’IF.TH ( :en' 1 i ’RV 

Because of tlie i^rovviivi* fear ol Indian coinpetilion, t arilb 
b arrier s were erected by America and Europe to ke ep oiU 
I ndian produ cts. In spite of this, and the trade crisis oi 
1903-19()t), the (‘arly years of this century saw the vigorous 
growth of the industry. Evp:inv;if^n was remarkable l)etween 
1 904 and 1910. Bv JDOH the o utput of the Indian m ills had 
o utstripped that of l)und(T . I'he latter had the disad- 
\antagt‘s ol' heavy taxatiem and costly labour. These \ears 
ol' i ncreasimj; product ion also saw a ri se in price s. 'The jute 
manuraclurer was in a particularly I'oi lunate position. 

The industry urentl y benefited b\ the- vv;»r when the (iov- 
ernment placed big orde rs for jute cloth and prov^ail?.dA^T* 
ex port of raw j ute J o Europe and .America. In 1914-J.9J‘^ 
value of jute manuracturc's e xported was 3t) pe r cent of the 
total value* of the exports of manufactured articles, and the 
\alue shot up in the tiext lour years. This huge output was 
made possible i)\' the suspensio n of the in the 

case of the industr\ . The raiicT oT ne t pro!it s to paid-up 
capital, which in 1913 was 3b per cen t, rose to 73 p (*r cent in 
191<). In 1919 some mills distributed dividends as high as 
400 per cent. In 1 91 b a n ex port duty was imposed on raw 
and m anufactured jute , and it was raised nc'xl year. 

I HE inter-w ar years 

At the close of the war there was a short-lived boom, and 
in 1920 the industrx' was in the doldrums. Besides the m- 
e rease in the number of jute man ufacturing compan ies, the 
(yessation of the war dema nd, w^orld de pression in trad e, and 
coal shortag e, were all responsible for tlie depression. Shortly 
after the war a short-tim<^ agn^erTieii t was concluded, and in 
1924 a ' no (;xtension ’ ag rcpmcni w as made. Because of its 
good trade organi/ation the industry kept up tlie war average of 
jute consumpti{)n. With the onset of the world depression 
in 1929 l)egan a bad time for the industry which lasted until 
the outbreak of the Second World War. The year 1938 was 
particularly bad for the industry. The Capital now- cal¬ 
culated that owing to the d epression in the industry the 
nual income of Ben gal decreased b\- eight crores of rupe es and 
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that was a ‘ grave matter for a province in which the annual 
revenue ol the government is only some 14 crores.’^ 

1 he r estriction scheme that was in I'orce between 1 926 and 
193() hacLto he uiven up owing to the r eiusal of non-associ a- 
ti on. niil ls to accept it. and the mounting competition from 
foreign mills. 'Die f e\'erish competition was driving the in¬ 
dustry to tile brink of destruction winch was averted only 
l’>\ the inteiyfaili ou of the provincial gove rn men t. As the 
mill-owners now leared tliat the ordinance promulgated by 
tlie Bengal C4o\’ernment for the restriction of' output w'ould 
be passed into law, the Association and outside mills in 1939 
agreed on a restr iction scheme. T he Jute Mills' Association 
now liecairie a well-lriit organization. A commentator ol)- 
served at that time: ‘ Anyone who is bold enough hereafter 
to start a new’ jute mill will have to come into the field with 
the lull knowledge that he will have to come into conflict 
with the entire jute trade, well organized and well ecpiippcd 
against intruders.’” 

'rtir: vkaks of the second w’ori.d war 

\Vith the outbreak of the Second World War, the tide of 
depression turned. An i ncrease in the hours of* work was al ¬ 
i o vved^, and production attained new’ peaks. But in 1942 the 
Japanese air a^f acks on Calcu tta cr eated diffi culty for the 
industry which was greatly atig ravated J )v the terrible farnine 
in Bengal ol that year. As the Japanese peril became more 
grave a numlier of mill s were re quisitioned to piTivid e ac- 
c oinmodation for military et|uipmen t- - a step which re cTiiccd 
the p roductive capacity of the industry bv 25 per c e 11 1. TFe 
jute industry was far less Ibrtunate than several other in¬ 
dustries in this period. 


In the post-war period the industry lias had to face the 
difficult problems o l ra w’ material supply and labour trouble s. 
I’or the first time in its history it co uld not meet the deman d 
for its products in full in 1945-1946. Partition in 1947 
left the greater part of the jute crop in the hands of Pakistan. 
I'he pr ice of raw iutc rose rapidly because of the levy by. 

^ Capitalf June 2, 1938. 

- Qiiolfd in Inve.stor\\ India I'ear Book 1938-1939, p. xlv. 
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Pakistan oFan export duty on raw ju te.a development which 

put an end to all schemes of'expansion of the industry. An¬ 
other event which was prejudicial to the industry was the 
d iveri^ent decisions on d evahia UQn taken in 1950 by the 
I ndian and Pak istan Govern ment s. I’he difficulty was re¬ 
duced by tFie 1 ncio-Pakistan trad e pa ct and in the post- 
devaluation period, exports of jute manufactures have been 
maintained on more or less the same level. 

Labour unres t has been largely due to unsatisl'actory work¬ 
ing conditions in the fac tories, the low wa^es and the absence 
oliliUKlardiz^ 1931, the Royal Commission 

on Labour, quoting the evidence given by the Bengal Cov- 
ernrnent on labour, wrote: ' Perhaps in no industry in the 
world situated in such a circumscribed area is the wage posi¬ 
tion more inchoate. FAdi in mills under the same 

managing agents, there are differences which to persons not 
accjiiainted with the position seem incredible.'* The position 
in the post-war period has not been strikingly different. The 
motley character of the labour force, the absence of powerl'ul 
leadership, the hostility veiled and open of the employers to 
trade union members,all have militated against iheemergeTu e 
of a vigorous trade union movement among the workers. 
From one in 1936 the number of registered trade unions sud¬ 
denly shot up to 27 next year. In 1938 the most serious 
labour trouble in the industry was witnessed and it resulted 
in a loss of more than a million man-hours.'^ Next vear the 
number ol registered unions came down to two. 

'I'he: efficiengy of the industry 

Over-capaci ty has been the chronic problem for the in¬ 
dustry! Its total loomage strength was estimated in 1941 to 
be about one-third more than that necessary’ to satisfy' normal 
world demand. 

On account of its i nferior machine ry and the lower effi¬ 
cie ncy .. o f its labou r the productive efficiency of the industry 
is only one-fourth of the British jute mill industry. In recent 
years the Dundee mills have been equipped with the latest 

^ Report of the Royal Conimis.ston on Labour, p. 11. 

“ Report of the Labour Investigation Committee on Labour in the Jute 
Mill Industry, 1946, p. 3,0. 

Report of the Committee of the Indian Jute Mills’ Association for the 
year ended 31st December, 1938, p. 17. 
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fast-running type (jf machiiier\-. Only a lew mills in India 
have introciueed such improvements as automatic doffing, 
better spindle design, over-liung flyers, and these mills, though 
smaller in si/e, liave ])een snccessfully ( ompeting with their 
older, larger and finaiK'ially sironger rivals. 

In r(‘cent yea is the [ me Mills' Associatio n has devoted 
some attention to research. In 1948 it established the Insti¬ 
t ute ol lute rechnolo^v at C'alcutta under the auspices of 
the ("alcutla Ihiiversil) . At rollygunge there is the r esearch 
establi shment o f the (lentral Jute Comm ittee. I’lie Indian 
Jute ^Tills^ Assi>ciati(ni luts m recent years actively interested 
itself in piodnct development on a broad scale, and tlie war 
years saw an astonishing diversity of jute products. 

THE LOCALIZA'J'ION AND CONTROL OF FHE INDUSTRY 

'riic industry is concentrated in Bengal, the other centres 
being the United Pixninces, Bihar. South India and the 
Eastern States Agencx. The mills outside Beng al w ere started 
•only after 1919 . The to tal capitaj invested in the industry is 
about Rs. 30 clores . Though (SO p er cent of the^sli^es are 
now held bv Indian s all over the country the i ndustry is 
('(in trolled mostly bv European managing agen ts. 

FEAR OF FCJREIGN COMPETITION 

As 73 per cent of the jute acreag e of the sub-continent is 
i n Pakista n, there is always the fear of foreigners buying large 
supplit's of this raw’ jute and selling their jute manufactures 
in the markets of the world. Attempts are being made to 
e xtend greatly the area under the c rop, and the search for 
good substitutes goes on. If the industry is to have a good 
future, serious attention should be paid to the installation of 
modern machinery. 


Summary 

The Rise of the hulusiry :— 

Before the Partition the jute mill industry was India’s great¬ 
est export industry. The first jute mill w^as started by George 
Acland in 1855 near Serampore, in Bengal. Development 
w^as slow' for the first thirty years. After 1870 its exports in¬ 
creased enormously. In 1884 the Indian Jute Manufac¬ 
turers’ Association was formed. 
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The Early Twentieth Eeutiny:— 

By 1908 the output of this industry had exceeded that of 
Dundee and its prosperity greatly increased during the First 
^\'orld War. 

The Inter-war Tears: — 

After a short-lixed post-war boom the industry was in 
difliculty. A restriction scheme was in Ibrce between 1926 
and 1986. About 1939 keen competition among the mills 
necessitated tlie interference of the Bengal Ciovernment. The 
mills agreed on a restriction scheme. 

The Second World War Tears :— 

Production increased shortly alter tlie outbreak of the war, 
but in 1940 the mills sulfered because of the threat of Japanese 
invasion. 

After the War:— 

In the post-war period the industrv had to face labour 
troubles. After Partition the raw material problem arose. 

The industry is coru entrated in Bengal and is almost wholly 
controlled by Europeans. Its producii\e efliciency is low 
C(.)mpared with the Britisli industry. 



CIHAPTER X 


THE SUGAR INDUSTRY 

AN INFANT INDUSTRY 

This s econd larizcst indust ry lias only a short history, but it 
afTords a valualile lesson for the student of protective tariffs , 
as it illustrates rernarkal)ly well both the power and th e dan¬ 
gers of protect ion. Only after 1932, when it was sheltered 
by tarill walls,"Hid the industry grow rapidly. It had existed 
for sixty >cars b^^fore, an infant industry, frantically resisting 
the tide o( f orcitjn competitio n. I’he first impact of foreign 
ri\'alry was felt towards the close of the nineteenth century. 
Refineries that had been started with European capital in the 
middle of the century were now exposed to the competition 
of bounty-fed sugar from Europe, and imports from Java and 
Mauritius. Within five years, from 1 896 to 190 1. the value 
of Indian exports decrease d from /7 611,000 to £ 169,000 . Im¬ 
port s touched the high summit of Rs. 5^ crorcs in 1904 . The 
following table gives the v'alue of the exports and imports of 
British India in pounds sterling. 

Yrar : l89(i-97 i 1897-98 j 1898-99 ! 1899-1900 [ 1900 01 

Exports ! (H 1.000 294,000 1 255.000 301.000 j 169,000 

Imports ; 2,101,000 3,190,000 i 2,678.000 2.251,000 3,770,000 

In 1899 the Government of Lord Curzori imposed a counter ¬ 
vailing duty to check the force of European competitio n, and 
succeeded in their efforts bv levying further import duties 
in 1902-1903 . .Jova and China sugar continued to stream 
into India. 

In 1 896 India had 236 sugar factories and refineries, and 
in 1 900 ^2 00 factories empToving about 5000 persons. L arge 
s ugar factories sprang up in Bihar abou t 19Q3 . Though there 
was some p rosperity for the industry during the First World 
War, it did not make striking process. Production in the 
early *fwpnfies was only aliout 40.000 tons. At this time Java 
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sugar poured increasingly into the country. I n 1929 a mil " 
l ion tons flooded the market . This would not have happened 
had ihe Sii£ ar Committe r suggested protection. But 

the Committee wrote, " We fear that any increase in the duty 
might result in bolstering up an ineilicient industry to tlie 
detriment of the consumer; and tlial, secure behind a high 
protective wall, factories in India might make no effort to 
reach the standard of those in other sugar-producing countries, 
notably in java, where the industry lias been able to dispense 
with any protection, subsidy or assistance from Government.’ 
It is a s ad commentary on the f is(-al policy of the Government 
that, notwithstanding the fact that the s ugar inr histry fnlfUlerl 
the three conditions laid down by the Fiscal Commi ssion for 
protection at least as well as the other industries which were 
protected in the ’twenties, it was not assisted by import duties 
until foreign competition rose to a very high pitch of severity 
shortly after 1929. The coiintr\ had an ab undant supply o f 
the raw materi al, pl enty of labo ur, and the per capita con¬ 
sumption of sugar was steadily increasin iJ. The Report on 
the Moral and Material Progress of India for 1923-26 said: 
* Considering the vast area under sugar-cane (over 2^ million 
acres) India should be at least self-supporting as regards her 
sugar supply, but she liad to import 671,()()() tons during 
the year ending March 31, 1925. The hope of effect¬ 

ing improvement in outturn by introducing the cultivation of 
improved varieties has received a remarkable stimulus from 

the work.at the Coimbatore Cane-breeding Station 

.Cane factories and cane growers are now doing their 

utmost to assist in extending the area under these new varie¬ 
ties.’^ But even in 1 930 the 29 f actories and 14 r efineries in 
the country were producing only one lakh tons and the total 
production was two lakh s, i.e. a fifth of the quantity imported. 

PROTECTION AND RAPID GROWTH 

The credit for the rapid development of the industry goes 
to the Imperial o f Agricultural Reg earch which urged 

the Government to p rotect the sugar industry in the interests 
of the Indian cane-grower. The Tariff Board, to which the 
case of the industry w^as referred, agreed with the Sugar Com¬ 
mittee of the Imperial Council of Agricultural Research about 
.. .. . 
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tlie great necessity of granting protection. It wrote: ‘ Al¬ 
though we have found that the sugar industry substantially 
fulfils the conditions laid down by the Fiscal Commission we 
desire to emphasize that tire strongest aspect of the case for 
protection is that based upon the national importance of pro ¬ 
moting the cultivation of su<rar-cane .’^ 

Accepting the Tariff Board’s recommendation the Govern¬ 
ment place'd a duty of Rs. 7-4-0 p er cwt, o n all classes of sugar 
imtil L938 . 'fhe rate of duty was o ver and above su r- 
ch ^ge of 2r) per ce nt introduced in 1931 for revenue purposes. 

The rapidity with v\hich the industry grew up under pro¬ 
tection is the most striking feature of its development. The 
number of factories increased wit hin ibur years from 31 to 
133 and the ontpiu: by sjv tin^^s. The value of i mported suga r 
machinery increased eighty times . The efficacy of protec- 
tion is shown best by the fact that in six years the value of 
i mported sugar fell bv al)out 8^ crores of rupees and came to 
the small figure of Rs. 23 lakhs. 'Fhe yield of revenue from 
the sugar import duty fell from Rs. 7,97,63,000 in 1931-32 to 
Rs. 30,32,000 in 1936-37. During these years the area unde r 
improved varieties of sugar-cane increased considerably, as is 
sT\()wn b>’ the following table: 


Average cane 

Total acreage Acreage under production 
under cane improved varieties per acre 

(in tons) 


1931- 32 3,076,000 

1932- 33 3.425,000 
1936-37 i 4,582,000 


1,170,000 ! 14*1 

1.845,000 14-9 

3.452,000 15*6 


The average dividend paid by the companies rose from 
11*2 per cent between 1923 and 1931, to 19*5 per cent and 
17 *2 per cent in 1932 and 1933, respectively. 

The tariff had to be rpndified. a number of times in the 
remaining years in the ’thirties. In 1934 the iTTiporJ; duly 
was ip ryeasp-d when, to compensate the loss of revenue result¬ 
ing from the dwindling of sugar imports, an e xcise duty on 

1 Report of the Tariff Board on the Sugar Industry, 1931, Ch. 4, 
para. 26. 
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f actory-inaHe svi.uar was levied. In 1937 there was a XaiilT 
Board enqui ry and the Board recommended the c ontinuan ce 
of protc ctioji. The Government, after some delay, expressed 
its disagreement with the cost estimates made by the Board, 
bearing out tin* view lliat ‘ between the refinements of tariff 
theory and tlie crudities of tarifl* practice is a great gulf fixed.’ 
It announced the continiialioii of pr otection for two year s, 
w'ith an import duty of Rs. fi-12-0 per cwt., a rate only eight 
annas less than that desired by the Board. The period of 
protectio n was e^ ^yteiided during the Second World War under 
the Protective Duties Continuation A(‘i. In 1947 the Tariff 
Board recommended a t wo years' extensio n of* the period of 
protection and this was clone. On ilieTxpiry of this period 
further protection for two years was recommended by the 
Tariff Board, but the legislature granted protection only for 
one year in view of the many unsatisfactory features shown 
by the industry, which was strongly criticized as having 
betrayed the interests of the consumer. P rotection ended in 
lOaO when the farifl'Board proposed the discontini^nce of 
tariff' assistance not because the industry had progressed suf¬ 
ficiently to face foreign competition but b ecause protectio n 
had produced ' an attitude of complacencA’ on the part o f 
the three partie s,\’iz, Ciovernment, the industry and the ctil- 
tivator, w ho are responsible for the efficiency of the industry, 
and consecjuentl)' they have not taken .sufficient steps to im¬ 
prove the over-all efficiency of the industry so as to bring 
down its cost of production.’ It was also pejinted out by the 
Board that in the next two years there would be no likelihood 
of serious foreign competition. 

FLUCTl'ATIONS IN SUGAR PRODITiTION AND THE SUGAR 
SYNDICATE 

The production trends after 1935 show that a protective 
tariff cannot be an instrument of precision. Till 1935-1936 the 
rise in home production w'^as balanced by a fall in imports, 
but in that year, while home output expanded by 3,50,000 
tons, there was no marked decline in imports. Next year the 
problem of over-production loomed large, and, to avoid a 
collapse in price s, a S ugar Syndicate wa s formed; it began to 
r egulate die sales of sugar bv member factorie s. The fall in 
prices was now checked, and in 1938-1939 pr oduction we nt 
down to 6} lakhs of tons. 
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During llic Second World War tlie import duties lost their 
significance after the Japanese invaded the Dutch East Indies. 
Sugar was one of the first commodities to come under Govern- 
m ent reuulation in Ind ia. There was a persistent cry that 
the control prices for sugar and sugar-cane were very low as 
compared with the prices of several otlier commodities, espe¬ 
cially cotton textiles. I’his made the Gov^ernment allow by 
stages quite a substantial i ncrease in the prices of sutrar and 
sugar- cane. The pr ofits made by the industry were not as 
high as those made in so me ot he r industrie s for which the 
war was a boom period. Sugar dividends could range at 
their best l)etween 30 and !5G per cent and that too only in 
the case of a handful of companies. In some cases the Reserve 
Fund liad to l)e raided to make dividend payments. T’he 
general and other f unds in the case of the industry were only 
69 per cent higlier in 1941 than in 1939, whereas the reserves 
in the Cotton Textile Industry were 125 per cent higher, the 
reason for this difference b(‘ing that the sugar industry came 
under Government control very early and the cotton mill 
industry only after big fortunes were made by the industrialists. 
The sugar mills of the Bombay presidency and other parts of 
South India possessed a definite advantage over those in the 
United Provinces and Bihar since their practice has been to 
grow their own cane. Mills like Belapur, Walchandnagar 
and FTarinagar declared more handsome dividends than the 
factories in the United Provinces and Bihar. 

The activities of the Sugar Syndicate during recent years 
brought an outburst of criticism. Soon after its formation, 
the Syndicate became an exclusive organ i zatio n for the fac¬ 
tories of the United Provinces and Bihan As it began to 
a buse its monouo ly by a s evere restrictionist polic y detrimental 
to the consumer, Government recognition was w ithdraw n in 
1239. It was r estored next year o n condition that the Syndi ¬ 
cate worked under Ch)vernme nt supervision. During the Se¬ 
cond World War the control of the Sugar Commission was 
sufficiently rigid to prevent any harmful acts on the part of 
the Syndicate, 'frouble threatened when in 1 947 s ugar wa s 
decontrolled , and the Sugar Commission received a stream of 
complaints about irregularitie s in the ^ r . tions of the Syndig j ^t e 

A crisis deve lop ed in 1949 . Of this a committee has re- 
cently written: ‘ One or the other conclusion is inescapable; 
that very substantial quantities of sugar were concealed with 
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a view to exporting to Pakistan, and subsequently remained 
underground, or that scarcity was created with a 

view t o pushing up price s. It is diflicult to say which motive 
actually ruled the men that mattered.’ 

In this year there was extensive black-marketeering, and 
the Uttar Pradesh Government had to bear down upon 
the Syndicate and freeze the stocks with the factories in the 
State. In 1950 the activities of the Syndicate were studied 
in detail by the Tariff B oard, which reached the conclusion 
that ‘ the Syndicate f^, dopted n^easures which have re¬ 
sulted in p erpetuating inefficienrA - and retarding th e pro gress 
of the industry . For under its ArticleFTegSFdmg release^f 
quotas, the sugar mills which produce a better quality of 
sugar and/or have an eflicient organization, are compelled 
to slow down their sales to the pace set by the inellicient 
mills.’^ As suggested by the Tariff Board, r ecognitmn of th e 
S yndicate has been withdraw n. 

SPECIAL PROBLEMS OF THE SUGAR INDUSTRY 

AVhile granting protection the Government had to consider 
the conflicting interests of manufacturer and cane-grower, of 
producer and consumer. A minimum price was guaranteed to 
the cane-grower by the provincial governments, but the absence 
of unified action by a central authority caused some difficulty. 
Some provinces levied cesses, but used only a part of the 
proceeds for improving the cane varieties. In 1950 the Fiscal 
Commission emphasized that the rate of such cesses should be 
moderate and the proceeds should be devoted solely to the 
purposes for w^hich the cesses are collected. As regards the 
excise duty on sugar levied by the Government of India to 
make up for the fall in the customs revenue, the Fiscal 
Commission stated that on broad grounds such levies were 
inadvisable and they should be resorted to only for I)ud- 
getary purposes and w^hen no equally suitable alternative 
source could be had. The loss of revenue to the Government 
consequent on the dwindling of sugar imports was sufficiently 
great to justify the excise, and since it did not detract from 
protection, it is difficult to maintain that the industry has 
been unfavourably affected by it. It is the consumer who 
has suffered and considering the heavy burden on the con- 

^ Report of the Tariff Board on the Sugar Industry, 1950, p. 119. 
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sumer (the excise duly amounted in ]950 to about 11 per cent 
of the price of the sugar), it is not unreasonable to think that 
the excise should have been reduced and the Governnieiit have 
looked to other sources of income. 

In tlie decade lictween 1938 and 1948 the price of sugar 
increased by 300 per cent while the price of cane went up 
])y 600 per cent. The Tariff Board of 1949 stated that the 
then protective duly of 3G per cent ad valorem could not be a 
special l)urdcn on the consumer. In this period the interests 
of the consumer suffered greatly; directly by the ineffective¬ 
ness of price control and indirectly l>y t he failure of the sugar 
magnates to bring tlieir industry to a high level of efficiency 
as the\' were secure behind tariff walls. 

A serious defect in tlie protectionist policy of the Govern¬ 
ment was its failure t(^ compel the i ndustriahsts„ to.„. do fairly 
bv labour. Wages liave always l^ieen low; in most centres the 
emmings of the majority of workers were below eight annas 
per day, the wages of the contract laliourers who are em¬ 
ployed mainly in the unloading of cane and stacking or load¬ 
ing of sugar bags being generally five to ten per cent lower 
than those of the operatives directly employed by the mana¬ 
gers. In 1946 a large percentage of workers in many centres 
were in debt, 'fhe rh^irMri^f of many factorie s, the 

di flerenc.es among the labour leader s, the t enacious antipathy 
o f the employers to workers' unions, all made Irajlejuyniimism 
among tlie si urar labourers a sorry failure. Of the fifteen 
strikes launched in six areas urtlTe'decaTJeTK^ 1935 and 

1945 not one was fulh' successful, the only favourable result 
in a few cases !)eing a slight increase in the dearness allowance. 
After 1945 there has been some improvement in the lot of 
the unskilled workmen thanks to the minimum..wage legisla¬ 
tion adopted ])y the Uttar Pradesh and Bihar governments 
under which, in 1947, Rs. 36 per month was fixed for un¬ 
skilled workers in the sugar factories and was subsequently 
raised to Rs. 55. The condition of the technical staff was 
not wholly satisfactory and the Rege Committee declared in 

1946 that to their discontent should be partly laid the low 
eflicicncy of the Indian sugar industry.‘ 


^ Report of the Labour Investigation Committee on Labour Conditions 
in Sugar Faelorics, pp. 94-106. 
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A large majority of the employers do not seem to have 
paid much attention to the workers’ welfare. The factory 
buildings in a number of places have been appallingly defective. 
The unsatisfactory disposal of effluent, the unhealthy storage 
of molasses and press mud, the leakages from sulphitalion 
tanks and steam pipes, the inadequate fencing of machinery, 
the insanitary conditions of the latrines, the absence of wash¬ 
ing and loathing facilities, have been some of the outstanding 
defects that remain to be remedied. 

The percentage of the seasonal to the total number of 
workers has varied from centre to centre and even in the 
same centre from one unit to another. The figure has been 
very high for Gorakhpore where 75 to 95 per cent are sent 
away at the close of* the season, and perhaps the lowest in 
some of the factories at Madras where the seasonal w^orkers 
form between 12 to 57 per cent of the total. The season is 
smallest in the United Provinces and Bihar, extending from 
three to five months, and usually longer in Madras and 
Bombay. 

An im portant shortcoming of the protectionist pol icy has 
been the fa ilure to make the industry find wavs of utilizin g 
economically its by-products , such as molasses and prcss-mu , d . 
The recent f iscal Commission wrote. ‘ If the development of 
by-products had been made a part of the scheme of protec¬ 
tion, perhaps the cost of sugar would have been lower 
today.’ 

By 1937 the total production of molasses in the United 
Provinces and Bihar stood at three lakhs of tons. Of this the 
greater part was mixed wdth the factory effluents and dis¬ 
charged into the neighbouring fields and water-courses as 
waste. In 1938 the lariff Board recommended the promo¬ 
tion of the manufacture of power alcohol as the only profitable 
way of utilizing molasses in the circumstances of the day. 
Even in 1935 a plant had been started in Mysore to produce 
poww alcohol. In 1940 a plant was installed in Hyderabad 
and next year Meerut had a plant. In 1938 the governments 
of the United Provinces and Bihar jointly set up a representa¬ 
tive committee to make recommendations about the manu¬ 
facture of powder alcohol from molasses, but they did not en¬ 
ergetically act on its recommendations. It is in the post-war 
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years that tlie growth of the industry has become notable, 
as is shown by the following figures: 


Year 

Rectified spirit 
(bulk gallons) 

Power alcohol 
(bulk gallons) 

1948-49 

2,279,000 

3,890,006 

1949-50 

2,213,000 

4,611,000 

1950-51 

3,452,000 

4,716,000 

1951-52 

5,287,000 

6,410,000 


Owing partly to the inadequate and irregular supply of 
molasses and partly because of delay in the disposal of stocks 
of alcohol, in 1950 the production of power alcohol was only 
4,611,000 gallons although the installed capacity was nearly 
10 million gallons. In India one maund of molasses yields 
about 1*7 gallons of power alcohol. The installed capacity 
(jf the industry is still inadequate to handle the entire quantity 
of molasses which in 1951-1952 was about 550,000 tons. It 
should be noted that even if the entire supply of molasses is 
utilized for manufacturing power alcohol, it would be pos¬ 
sible to meet only 50 per cent of the demand for its use in 
admixture with motor spirit. 

Besides these problems, the question of localizing the in¬ 
dustry has engaged .some attention. The largest number of 
factories are found in the ITtar Pradesh and Bihar, but 
the average yield of cane per acre in those provinces is about 
12 tons as compared with 25 tons in Madras and 40 tons 
in Bombay. 

rhe following table gives the acreage and production of 
cane in the four States in 1948-49: 


State 

United Provinces 
Bihar 
Bombay 
Madras 


Acreage under 
Sugar-Cane 

2,101,000 
380,000 
181,000 . 
209,000 


Production of 
Sugar-Cane 

24,5507)00 

3.720,000 

5,770,000 

5,790,000 


It is suggested that the industry will- benefit considerably 
if so me oi' the fac Umes,..iiLth£.--Ut^ and B ihar 

are moved tcT the south. The expansion of the industry in 




ECONOMIC HISTORY OE ENGLAND AND INDIA 


426 


[r*T. If 


Bomliay and Madras will help in a better distrib u tion of 
sugar at lower transporta tio n co sts. 

As regards the efficieney of the industry, the Sugar Panel 
pointed out a few years ago that 90 out of 150 uni ts of the 
industry were u necrin oT nie unit s. The milling efrieienc>' has 
increased since 1938Ttlie inaxiTniim cane crushed was 22,934 
maunds per day of 24 hours working as against 19,710*6 
maundsin 1937-1938. Even now there is much scope for fur¬ 
ther improvement. In many of the mills an appreciable fuel 
economy s eems to be possible by improving.. furn ace cons trui'- 
tipn. As regards the rccover\' of sugar from sugar-cane, there 
fiaT been an assuring improvement, from 7*43 per cent in 
1923-24 to 8*66 in 1931-32. to the maximum, 13*35 per cent, 
in 1942-43. In 1920 the Sugar Committee wrote on this 
point as follows: 

‘ We liave assumed that cane in India contains on an 
average 12 per cent of sugar. II' it were dealt with in a 
thoroughly efiicient factory it W'Ould be possible to obtain 9*5 
per cent of marketable sugar from it. From cane with the 
same sugar content htetories in Jav^a recover 9*75 per cent 
of marketable sugar against an average of 6*85 per cent in 
the Indian factories the best of w’hich obtain less than eight 
per cent. There is thus a difference of almost three per cent 
between the results obtained by factories in Java and India.*'* 

In the inter-war yeais, the difference* between the Java 
recovery percentage and the Indian percentage remained 
despite the improvement in our record. In the war years, 
the recovery percentage increased in 1912-4!f but there was 
a slight decline after that. It must be borne in mind that the 
percentage of recovery does not depend merely on the tech¬ 
nical efficiency of the plant at the factory, but is determined 
to a large extent by the sucrose content of sugar-cane and the 
condition in which it reaches the factory. 'Fhc Tariff Board 
pointed out in 1947 that, making due allow^ance for differences 
in the quality of sugar-cane, the over-all technical efficiency 
of factories in India increased from 83*35 per cent in 1934 
to 85 *04 per cent in 1940-1941. It w'as of the view that con¬ 
sidering the serious deficiencies of the transport system in the 
sugar-cane areas of India, 85*04 per cent technical efficiency 
of sugar factories compared favourably’ w4th 86 * 36 per cent 


Report of the Indian Sugar Committee, 1920, para. 336. 
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technical efliciency in Java (1932), 86*32 per cent in Caiba 
(1931) and 82*61 per cent in Natal. At present about 
' 9:) per cent of the area under cane is unde r impro ved va r ietie s, 
but the recovery percentage is 9*5 p er cent as against 14*33 
per cent in Australia and 12*93 per cent in Japan and 
Formosa. I n all the important sugar-pr o ducinu co untries, 
th e recovery is hi^^her than in I ndia. 

For improving efliciency it has been suggested that the cane¬ 
crushing season should be extended from 100 to 180 days by 
growing early-ripening, mid-season and late-ripening varie¬ 
ties.^ This will bring about a great reduction in overhead 
<'Osts and also help in the recovery o(‘ a higher percentage 
of sugar. 

Research on sugar technology has been carried on in the 
Indian Institute of Sugar Technology, Kanpur. It has done 
valuable research work on the economic utilization of by¬ 
products, conducted experiments relating to sugar chemistry 
sugar technology and sugar engineering and has also paid 
attention to the development of the khnndsan industry. The 
Institute has also undertaken the training of technical per¬ 
sonnel and has given advice to factories on technical problems. 

Khandsari sugar and Gur 

There are now about 135 facto ries producing a million tons 
of suga r. Besides this, about 73,GOO tons of sugar is manu¬ 
factured according to the indi genous methods and this sugar 
is know'ji as khandsari sugar. From 200,000 tons in 1931 the 
production rose to about 275,000 in 1933 and since then there 
have been many fluctuations. Khajidsari production is con¬ 
fined chiefly to the United Provinces and Bihar. The demand 
for it increases in periods when white sugar is scarce or costly. 
It has, however, a special market in parts of the counti'y such 
as Rajputana where it is preferred to w^hite sugar for the 
manufacture of sweets. In recent years this industry has 
been on the decline. As regards its future, opinion is divided. 
The Sugar Panel (1946) expressed itself against encouraging 
the prMuction oi khandsari sugar on the ground that its manu - 
facture was uneconomic. But in 1930 the Tariff Board 
pointed out that a large number of cultivators and middle- 

^ Extension I.ecfures delivered before the Indian Institute of Sugar 
Tcchnolog)^ at Kanpur in February 1949, by Mr. M, P. Gandhi. 
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men in the United Provinces depended (m it, and for tliis 
reason recommended tlie es tablisliincnt oC khandsari units on a 
c o-operative basis . It also siif^gested that khanr/san sugai* 
sHouIdT)e exempted from the payment of excise duty and 
that technical assistance should be given to the industry to 
encourage its production on economic lines. 

Abou t 53 per cent of tlie cane «jrQwn in India is converted 
i nto gz/r. In 19 ■10-1931 the estimated production of i:;ur 
stood at 2,241,000 tons. The grant of protection to the sugar 
industry did not adverseh aIfect production. On the other 
hand, its production rose from 2,758,000 tons in 1931-1932 to 
4,268,000 tons in 1936-1937. Since then there have been fluctua¬ 
tions. In 1946-1947 the estimated production was 3,574,000 
tons. The four provinces of the Uttar Pradesh, Bihar, 
Madras and the Punjalj accounted for two-thirds of the total 
production. 'The quality of i^itr varies in different parts of 
the country. The cost of manufacture also varies; in the 
Uttar Pradesh it cotnes to Rs. 2-10-6 per maund, being higher 
in other provinces. 

Since 1941 the ])Ci capita co nsump tion of has remained 
at 18 lb s. The price of j[fur has shdWn^arked fluctuations. 
There lias l)ecu no definite relationship between sugar and 
gt/r prices. 

In a number ol provinces is also made from palm s. 
reliable data is available of production in the country as a 
whole. The production per season in Madras has been esti¬ 
mated at about 12,000 tons and that in West Bengal at about 
5.000 tons a year. There arc five crorcs of palm tree s in India 
c apable of yielding about a million tons of ffl /r. There is 
thus ample scope lor the growth of the industry. The Gov¬ 
ernment of India has been granting subsidy for provincial 
palm gt^r development schemes. In 1950 the Tariff Board 
made recommendations about the organization of research on 
palm gur under the administrative control of the Central 
Government. 


Summary 


An Infant Industry :— 

For sixty years bef 9 re the grant of protection in 1932 the 
sugar industry was an infant industry. In 1899 and in 
1902-1903 duties were levied on the import of sugar to 
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protect the Indian sugar producers. Only in 1903 were large 
ikctories started. 

Proieciion and Rapid Growth :—- 

Protection was granted in 1932 and the rate of protective 
duty was changed a number (A' times in the ’thirties. The 
industry grew with remarkable speed and the area under 
improved varieties of sugar-cane increased rapidly. Pro¬ 
tection was withdrawn in 1950 on the ground that it was 
a bar to the improvement of the industry’s efficiency. 

Fluctuations in Sugar Production and the Sugar Syndicate :— 

From 1936 there have been fluctuations in production. 
The activities of the Syndicate have roused much criticism in 
recent years. 

Special Problems of the Industry :— 

'I'hc interests of the sugar-cane grower, the manufacturer 
and the consumer have to be properly adjusted. I'he industry 
does not utilize the by-products well. Jn efficiency it is still 
behind the industries of other countries. 

Khandsari sugar and Gur;— 

Khandsari sugar production has been on the decline in 
recent years and opinion is divided as to its future. 

About 3 J million tons of gur arc produced in the country, 
4 of this being manufactured in the four provinces of the 
United Provinces, Bihar, Madras and the Punjab. 

There is considerable scope for the expansion of palm 
gur production. 
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THE IRON AND STEEL INDUSTRY 

F.ARLY Fl'10R'i.S TO I*R()Dl"CE IRON AND S'lEEI- 

Tjil: history of tlu? iron and steel industry in nineteenth- 
century India is one of a ni[>itious schemin y*-. fi tful effor ts and 
dismal f ailures which greatly enhance tlie success of the Tata 
Company early in the present century. N o less than seventee n 
attempts were then made by private and State agencies to start 
iron manufacture on a large scale. The earliest was in South 
India by a certain Josiah Marshall Heath, who in 1833 started 
the Indian Steel, Iron and Chrome Company, which secured 
leasehold rights in the (bur districts of South Arcot, Coimba¬ 
tore, Malabar and South Caiiara, and established three fac¬ 
tories at PorU) Novo in South Arcot, Be\pore in Malal)ar, 
and Palampatti near Salem. After some years another com¬ 
pany took ov'er this business and worked the Porto .\o\'o 
and Beypore factories till 1839. It is interesting to note that 
in spite of the difficulties of getting fuel and flux, the p ig iron 
turned out was pronounced by Sheffield iron-workers to be 
superior to an\ produc ed in England and Sweden; it fetched 
a good price, £6, 10s. per ton, in London for conversion into 
steel, and two bridges—the Britannia 'Pubular and Menai— 
were built with this product. Dif ficulties over fue l, ny- 
expeii ence, d eficiencies of capital equipniej it. and the trans ¬ 
f orma fTon of Britain ^s industry h\^ the Bessem er process con- 
trmuted to the collapse ol' the company. 

Energy and much money were la\ ishly spent on producing 
iron in such other parts as the Kumaon district of the United 
Provinces, and on the banks of the Nerbuddha river about 
200 miles from its mouth on the Gulf of Cambay: but these 
attempts were attended by no greater success than that 
of the pioneers in the extreme south. These failures were 
due not only to the want of skill and managing ability in the 
persons chosen to conduct the experiment, the scarcity of the 
capital invested, and the heav^y cost of fuel, but also to the 
mistaken choice of sites far away from railways and the sea^ 
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and to ' llie delays caused by the red tape, oscillations of pur¬ 
pose shown by ihe government and unwillingness of govern¬ 
ment to sul)sidi/e or guarantee interest during the experimental 
period of the concern.’ Nevertheless, in view of the genial 
p olicy of the (kivernment, whicli was averse to the indus t r ial 
mC pie rouiitry , the measure of' help lV)rthcoming 
was certainly of special interest. 

The only enterprise that achieved a measure of success in 
the nineteenth century w^s the one started at Baraka r in 
1 875 for the production of pig iron. After a chequered his¬ 
tory, this came into the Jiands of the Bengal Iron Compan y 
in about 1889. For some years the company could not make 
steel at a profit Ijecause it was u.sing iron ore ol poor quality. 
Towards the close of the century it showed a profit, but in 
1905 it incurred the heavy loss of about 5i lakhs of' rupees 
in six months, and did not prosper till after 1910, when the 
exploitation of the iro n ore f)f the Singhhhum and Manbhu m 
districts commence d. 

THE IRON AND STEEL INDUSTRY IN THE B:ARLY YEARS OF 
THE PRESENT CENTURY 

Iron and steel production in India became important only 
after 1911, when the Tata Iron and Steel Compan y, floated 
in 1907 , produced its first iron. The company was started 
wdth I ndian c apita l and American guidance by the sons of 
J. N. Tata, but the true hero of the enterprise was their 
father, whose untiring but apparently hopeless search for 
years for iron deposits had made his name a by-word for 
i ndustrial romanc e. The report of a German expert on some 
iron deposits in the Chanda district of the Central Provinces 
* drove him like a goad,’ but the attitude ot' the officials and 
the irksome rules about the grant of prospecting licences held 
him back until he was able to interest Lord George Hamilton, 
the Secretary of State, in the venture. While investigating 
the already kiiowm deposits in the Central Provinces with the 
help of a metallurgical engineer from the United States, he 
received a communication from a retired officer of the Indian 
Geological Survey, P. N. Bose; this led the survey party to 
proceed to the Mayurblia nj where they found the im- 
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porta Ill deposits of iron ore part of which are now used by 
the Tata ClompanyJ 

J. N. Tata did not live to reap the fruits of his assiduous 
labour. His sons constructed ir on works at Sakchi, a small 
village in Chota Nagpur (later renamed Jamshedpur) some 
155 miles west of Calcutta. This was regarded as the mos t 
suit able place o (' assembly for all the raw materials requir ed, 
bt‘im^ n 5 mi IesTrom the Jheria coal-fields, 45 miles from the 
iron ore of Curumaishini, 40 miles from where dolomite could 
be obtained, and only two miles from the railway station of 
Kalamati. Limestone was near the works and water was 
a\’ailable from the Suljarnarekha and Khorkai rivers. Lhe 
factory produced excellent pig iron from the first. Before the 
works were started, the Covernrnen t of India had agreed 
t p buy 20,000 tons of steel rails a year for ten years, provided 
tTiey were of suitable quality and delivered at a price not 
greater than that at which similar rails could be imported. 
It also gave a concession of 0*15 of an anna a mile on the, 
r ailway freightag e for all raw materials neede d Iwjthe wqr ks, 
and a similar fr eightage ! reduction on finishc cT p roducts sent 

^ The cstiniiitcd rescr\'cs of iron ore in India arc in th(‘ neighbourhood 
of 6,270 million ions, nearly three-fourths of the; estimated total for the 
United States. I’hough depijsits occur in several parts of the country, 
namely, Bihar, Orissa, Central Pnninces, Mysore and Madras, it is only 
in Bengal, Bihar and Orissa that European methods of mining are found. 
The deposits in the S mgbhurn district of Biha r and the pf 

Orissa arc the most importa nt. The iron ore near Barakar and Raniganj 
is of inferior qualit)-. 1 he Bengal Iron and Steel Company obtains the 
rich iron ore of the Kolkaii Estate of the Singbhum district. Tin* Tata 
Iron and Steel Compan>' ]xjssesses sli ghtly riidier and purer ore-bodi es 
in the Raip*ir rlislricl of the Ctmlral Provinces^ THe a\ erage i ron conten t 
of Indian ore is between 60 and 69 per cent, as against 40 j^r cent Tn 
Europe, and .‘>0 per cent in the United States. As the iron ore is gene¬ 
rally mined open-cast or b\ adit the c ost of mining is lo w. Compared 
with the industries of other countries, the Indian iron and steel industry 
enjoys an nHvantaprf^ jn fhf^ qu ality of its raw materials , the ir availabilit y 
and price . As raw materials account for about 80 per cent of the cost 
of pig iron and 60 per cent of the cost of finished steel, the cost of pro - 
duction of the Indian iron and steel industry is low. The production of 
iron ore lias increased from I,b24',18b3 tons ih 1931 to 2,971,276 tons in 
1950. O f the mining industrie s of the country, iron mimng takes the 
fourth pla ce. Iron mines empfoy 16,000 worke rs. ^ I,20,000_a re employed 
in c oal mine s, 50,000 in mica min es. 2U^o6o in gold mine s and 16.000 in 
manganese rniri^ I'he biggest iron mine in which 4,000 are employed 
is owned by th^TISCO. Here the cutter’s earnings, including dearness 
al!t>wance. ranere from Re 0-13-6 to Re, 1-0-0 a day and those of the 
loaders from 5 As. to 8 As. 
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to Calcutta for shipmeii l. The Government aclually took 
inuchTarger quantities. In the period ending June 30, 1913, 
the net profits of the company amounted to 8 • 38 lakhs and 
in 1913-1914 to nearly 23 lakhs. Besides the iron ore in the 
Mayurbhanj state in Orissa, the company owned iron ore in 
the Raipur district of the Central Provinces, manganese ore 
deposits in the Balaghat district of the same province, manga¬ 
nese and chromite in Mysore, and coal in tlie Jheria field. 
The machinery for the different processes was at first bought 
in various countries, and this entailed some dillicully. Diffi¬ 
culties connected with the manufacture of steel were soon 
surmounted, and the output capacity rose to 1 7.000 tons a 
month durirui the Firs t^Worki The works emploxed 

about 9,000 hands , including 1 25 European e ngineers and 
skilled supervisors. In addition~To supplying internal de¬ 
mands, the company sent pig iron to Japan and Australia, 
manufactured goods to Aden, Maldives, Bahrein Isles and 
East Africa, and bought ferro-manganese in the United States 
and France. 


THE FIRST WORLD WAR 

During the World War the company planned large e xteti- 
sions, which were completed only in 1924 at an expenditure 
of more than 12 crores of rupee s. A third blast furnace in¬ 
creased the pig iron producing capacity by about 80 per cent 
and steel production was accelerated by the addition of three 
open hearth steel furnaces and two duplex furnaces. T he 
company had vi rtually a monopoly of the Indian mark et 
lietween 1 914 and_1 9J.9. and was st imulated by the Gover n¬ 
ment order s; but long-term contracts at relatively low prices 
with the^ Government prevented its reaping full monopoly 
profits. Towards the rlf^se pf vynr its production was 
147,497 tons of pig iron , 1 39,433 tons of steel ingots , and 
98,726 tons of finished steel . About 13,000 men were em- 
ployed, as well as 10,()00 by contractors engaged in extensions, 
and about 15,000 in mines and quarries. The Industrial 
Commission reported that suitable accommodation for all 
employees had been erected, including cooly lines for about 
1,000 of the lowest-paid labourers, and that two institutes, a 
primary school, an elementary technical school, and a large 
liospital were provided by the company. 
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During the war the output of the Bengal Iron and Stee l 
Compaiiy rose steadily, and towards its end large quantities 
of ferro-ma^gaiiese were produced for expor t. In 1 92D the 
Iiidian Iron and Steel C"Iompan \ was floated and production 
hegan two years later at Hirapiu; near Asansol . 'Fhe works 
had a ( opacity of 3 50.000 tons of pig iron a yea r. Another 
company started in this period was the Mysore Iron an d 
Steel VVoi’ks at Bhadravati , which drew its cTre from tTie 
Kemmangudi ore field. 

DEPRESSION AND PROTECIION 'I’O THE INDUSTRY 

At the end of the war there was a boom, followed (as in 
many other industries) by a slump. I'he price of steel fell, 
but the c ost of production rose considerably between 1921 and 
1923. The Tarifl' Board, which enquired into the industry 
in 1924, pointed out that the in crease in the cost of produc tion 
was d ue to causes bcyourl the, control ot the Ckimpan y and 
not to any loss of efficiency in the management.^ The labour 
cost per ton of finished steel at Jamshedpur was higher than 
the corresponding cost in Western countries owing not only 
to the higher wages giyen to the skilled operatives brought 
from abroad, but also to the much larger number of skilled 
and semi-skilled workers employed in the Indian industry. 
In their report of 1927, the Tarifl'Board noted that the ‘ Tata 
Iron and Steel Company employs in the manufacture of coke 
and pig iron over 70 per cent more than it should by com¬ 
parison with the Indian Iron and Steel Company.’ The 
Tata’s difficulties were due to the lo w price of imports owin g 
to a great steel slump in Europe ; this in its turn was blrought 
about by a f all in the world consumption of steel after a great 
increase in steel producing capacity. 

In 1922 the Fiscal Commission wTote: ‘ The evidence which 
we have heard suggests that Indian pig iron can hold its 
own WTthout any protection. Steel production on the other 
hand involves highly technical processes, which until the 
Indian labour is fully trained, entail the import of expensive 
foreign labour. At the same time foreign competition in steel 
is very severe. We think therefore that the question of ex¬ 
tending protection to the manufacture of steel should be one 
<)f the first subjects for enquiry by the Tariff Board. 

^ Report of the Tariff Board on Steel Industry, 1924, para 

- Report of the Indian Fiscal Commission, 1922, para. i07. 
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When the Tariff' Board started investigation, the Tala Iron 
and Steel Company wanted the imposition of a protective 
duty of 33J per cent on all iron and steel imported. It 
was stated in evidence by the representatives of the Indian 
Iron and Steel Company and the United Steel Corporation 
that without protection it would nai be possible for them to 
raise the capital they required. 

'rhe Tariff Board found that after some years working costs 
would be reduced by the completion of projected extensions 
and the replacement of foreign skilled workers by Indians, 
and that till that lime the industry could not grow up safeh 
without the shelter of tarifi' walls. Accordingly they recom¬ 
mended the l evy of a specific duty on different kinds of stee l 
and iron, b ounties on rails^d hsh plates , and certain change s 
in duties with a view to saleguarding allied and deDcndei it 
industri es, 'fhcv* also decided that ‘ if the Governor-General- 
in-Cbuncil is satisfied, after such enquiry as he considers ne¬ 
cessary, that steel is entering India from abroad, at such prices 
as are likely to render the protection given ineffective, he 
may impose such additional duties as in his judgment are 
required.’ 

The Steel Industry Prc)t<x'tion Act of 1924, passed to imple¬ 
ment these recommendations, was the tifstm casure of dis crimi ¬ 
nating protection adopted . Under it speciFu' and "aH'mJomn 
duties were imposed on steel bars as wdl as a large number of 
iron and steel goods; bounties wcvv fixed at diminishing rates 
per ton on steel rails, fish plates and railway w^agons; and 
the Governor-General-in-Council was empowered to increase 
the duties, by notification in the Gazi’Ue of India^ in case the 
price of imports impaired the protection granted. 7’he duties 
and bounties were granted for three years, and were then to 
be revised. 

The c alculation s on which this scheme w^as based were 
upset by a rise in the sterling value of the rup ee in the sum- 
mei- nf 1Q24. and a hitr drop in the prire of ^wtinental sted. 
The question was referred to the Tariff Board, which recom¬ 
mended almost do ubling the dutie s, but the G(wernment de¬ 
cided that a less costly and more appropriate form of aid 
would be to grant bounties fo r which funds were available 
from the surplus customs revenue obtained from the in¬ 
creased duty imposed on recent large imports of steel. A 
bounty at the rate of R s. 20 per ton on 70 per cent of the 



436 economic: history of engeand and india |pt. ii 

weight oi steel ingots suitable for rolling into articles already 
protec ted by duties and made from pig iron produced in 
India was to be given till September 1925. 

In June 1925 the T ariff Board was requested to review the 
position, and it recommended a r enewal ol* the bounty . ITie 
Government decided to grant a bounty, but at a rate lower 
than that pro])osed by tlie Board. The year 1924 was the 
wcj rst in the anna ls o\' the T'ata Ck)mpany. Tow'ards the 
close c>f 1923 there were signs of improvenient. The world 
demand for steel secerned to increase and stocks had ceased to 
accumulate in Europe. Subsequently the ‘ greater extensions ’ 
of the Ck)mpany contributed to the production of pig-iron 
as well as steel bars, working costs went down, and by the 
time the Tariff Board made a statutory enquiry in 1926 the 
industry needed only a small mc^asure of protection. The 
recommendations of the Board Ibr a m odified form of protec ¬ 
t ion w ere accepted with minor alterations by the legislature, 
and passed into law in f 922 . Under this Act, a distinction 
was drawn between British and non-British steel , and this 
provoked a tempest of controversy in the Assembly. The 
Government argued that the. differentiation was necessary 
to secure a fair distribution of the burden on the different 
classes of consumers, and to ensure the stability of the scheme 
of protection. Under the Act, b asic duties varying with the 
qature of the steel goods were imposed on imports Ifom Bri- 
tain, and an ad ditional duty was in some casesTcj be paid 
hy steel of non-Britis h origin. T'he basic duties were in al¬ 
most all cases lower than those imposed during the previous 
three years, but the additional duty brought the total higher 
than before. T he arrangement was to last for seven years. 

The Tariff Board declared that the purchase of rails by 
railw'ay companic's should as far as possible not be made 
from outside the country. They wanted to institute a depre- 
c'iation fund so that the machinery could be kept up-to-date. 
It was found that the town arrangements were satisfactory at 
Jamshedpur from the standpoint of the workers, and adequate 
provision had been made for water supply, drainage, sanita¬ 
tion, hospitals, open spac;es and general amenities. Indians 
were being increasingly appointed to the higher posts. 

The trade agreement between the Government of India 
and the United Kingdom, at the Qttaw^a Gonferenre in 1939^ 
and the supplementary agreement regarding iron and steel 
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necessitated a r eadjustment of the tariir , and for this purpose 
the Indian Tariff Amendment Act of 1932 was passed. 
Preference was extended only to those iron and steel good s 
not subieci to protective duties, and the duty on <ya]vani/ed 


During the seven years from 1927 to 1934 protection bene 
fited the Indian industry in no small mea sure. In 1927-1928 
the Tata production was 4,29,000 tons and its share of the 
availahle market was 30 per cent. After six years the out¬ 
put was 4,27,000 tons, but 72 per cent of the ayailal)le market 
was captured by the company’s products.* Almost the whole 
of the fall in demand affected imported steel. The Tariff 
Board which investigated in 1933 stated that over the same 
period the works steadily maintained an output rouglily equi¬ 
valent to 75 per cent of their capacity, while few other steel 
industries in the world were able to maintain such an output.- 
In the same period the company was able to distribute 
Rs. 138 lakhs in dividends and to set aside Rs. 400 lakhs as 
depreciation; from this sum Rs. 302 lakhs were spent on 
capital improvements or replacements of plant, * So far as 
we have been abl<^ to ascertain from a stud\- of balance sheets 
from France, America and England,’ w rote the Tariff Board, 
‘ the company has been peculiarly fortunate in being* able to 
set aside so large a sum for depreciation.’® 

The c apital e qiiipTnegi of the Tata works was iipt in¬ 
efficie nt compared with the equipment of w^orks abroad c^F 
similar age. The we akest point w as its steel sipelting plan^ ^ 
but the Tariff Board suggested that if this was put right and 
proposed improvements in other departments were effected, 
there would be very little room for criticism after a few* years. 

The l abour positio n showed a steady improvemen t, ff’he 
company started a t echnical institute at Jamshedpiir in 1921 
to tr ain Indians for high techpical posts . The institute pro- 
vided a trade apprenticeship course for semi-skilled employee s. 


‘ Report of the Tariff Board on the Iron and Steel Industr>% 1934, 
para. 18. 

^ Ibid, ‘ If we take the peak year (1929) as representing the output of 
the respective plants, the percentage of capacity of ingot steel produced 
in 1932 in the chief countries was as follows:— 

France 57 per cent. Germany 35 per cent. U.S.A. 24 per cent. 
U.K. 54 per cent. Belgium G8 per cent. 

® Ibid.^ para. 18. 
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and a te chnical night school for all employees , and its work 
made possible the reduction of ('ovciianted non-Indian em¬ 
ployees from 229 in 1924 (September) to 64 in 1934 
( January 1). A committee constituted in 1931. undetr the 
chairmanship of Sir M. \hsvesvaraya. to consider promo¬ 
ting the efficiency of the technical institute, recommen¬ 
ded a revised system under which ‘ steps were taken to 
recruit highly cjualilied candidate's ’ and ‘ much greater at¬ 
tention was being paid to the practical training of the recruits 
under the supervision of suitable officers belonging to the 
various departments of the w'cu'ks.’ 

Other benefits included a v^lfar e departtnei 1 1 (organi/ed 
in 1929), and, a sc heme for granting maternity beneiils to 
women workers. In its e^idence^before the I’arifT Board the 
TISeX.) claimed that it was giving c^nripensation for injuries 
on a more generous scale than that provided for in the Work- 
merCs Ck)mpensation Act. 

The industry still needed some mc^asure of protection , and 
this was ^granted under the I ron and Sj^eel Duties Act of 
1 . 934 , ^iich embodied the rei^mmenclations of the Tariflf 
Board, riiere was now an a ppreciable r e duction in the leve l 
of import du ties, resulting in a great loss of revenue, and to 
compensate tfiis an e xcise duty of Rs. 4 per ton was imposed 
on steel ingots turned out in India and a co untervailing custom s 
duty on steel bans . I’he supplementary agreement with Bri¬ 
tain was now terminated, according to the desire (^f the 
'rariir Board. 


THE SECOND WORLD WAR 

The industry, stimulated by rising demand and higher 
prices, made steady progress in the remaining years before 
the Second World \Var, and during the war demands for its 
products became .so great that it had some difficulty in meet¬ 
ing them. B efore the wa r the In dian steel indust^ had con¬ 
fined itself chiefly to manufact uring ordinary mild steels by 
the basic open-hearth process. After the outbreak of hosti- 
litics Tata ha d to produce special-grade high-quality ste el, 
and supply the Government with products ranging from 
straight carbon tool steels to high-quality aircraft steels. The 
manufacture o f ferro-alloys essential for alloy steel manufacture 
was another war-time development. Indian bullet-proof 
platesJiave been tested and found to be as good as those made 
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treatmen t and primary educatio n, and c ontribution to th e 
provld^t fund . Fhe progressive Indianization of the tech¬ 
nical personnel has brought down the figure of covenanted 
foreign employees to 18. The company now lias a scheme 
under which those who show sufficient competence in their 
spheres of work are sent abroad to acquire further experience 
in steel works. Between 1939-1940 and 1948-1949 the annual 
average income per employee at Jamshedpur has arisen from 
Rs. 768*41 to Rs. 1312 *82. Fhe TISCX) is now incurring a 
huge expenditure of Rs. 48 lakhs a \ ear towards town, medi¬ 
cal and health serxices. It is interesting in this connection 
to note that the managing agency of' the company reduced 
its commission from nine to seven and a half' per cent of net 
profits from July 1, 1946. 

'I'he company has s et great store bv reseai ch . In 1936-37 
it undertook the construction of a c ontrol and research lab ¬ 
o ratory at Jamshedpur , and this was completed in 1937. Since 
then the ( ompany has initiated research in various directions, 

steel proj iicts. 

SI BSIDIARY INDUSTRIES 

4TSCO has brought about the development of a number 
of subsidiary industries which use steel as their main raw 
material. The main industry could not have made great 
strides without the growth of some of these subsidiary in¬ 
dustries. Important among these are the tin-plate and the 
wire and wire nail industries . The production of tin-plate went 
up from 35,681 tons in 1929-1930 to 53,481 tons in 1936-1937, 
and imports fell from 31,087 tons to 7,441 tons in the same 
period. Its war-time output went up by 40 per cent. The 
Tin-plate Company of India started its works at Jamshedpur 
in 1S)42 for producing 28,000 tons pack tin-plate annually. 
It is now turning out double its original capacity.^ The 
company has a provident schem,p for all its permanent em ¬ 
ployees , a profit-sharing bonus , an d a retiring gratuity . 

’ See article on the ‘ 'I’in-plate Industry of India ’ in the Journal of 
Industrial and Scientiftc Research, December 1944. The production of 
tin-plate began in 1922, and by 1926 ‘ it was established that the Indian 
labourer was sufficiently hardy and adaptable for work and that a first 
class tin-plate could be produced in spite of climatic difficulties.’ I'he 
industry has markets outside India in Singapore for the canning of pine¬ 
apples and in the Persian Gulf for the packing of oil. 
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Wire and wire-products were produced on a small scale 
before the war, chiefly by the Indian Steel and Wire Pro¬ 
ducts Ltd. (started in 1928 at Jamshedpur). During the war 
telegraph and barbed wires were turned out, and new ma¬ 
chinery costing many lakhs was installed. Several other in¬ 
dustries, such as the T atanagar Foundry which produces steel 
casUngs, the I ndian Hume Pipe Compan y, the T amshedpu r 
K ngmeering an? Machine Manufacturing Company for manu¬ 
facturing rolls, and the Liglitfciot Refri^ration Company 
which supplies oxygen to the works at Jamshedpur, have 
sprung up. 

Development has been most striking in t he field of struc ¬ 
tural fabricatio n. Recently TISCO launched a big scheme 
for producing l ocomotives, boilers, rt) ad-rollers , and c arriag e 
and w agon under-frames. 'Fhe Tata Locomotive and En¬ 
gineering Company Limited was registered in 1945 with an 
authorized capital of Rs. seven crores and has an agreement 
w4th the Government of India for a period of 16 years from 
June, 1945. Under this the Government agrees to take 
50 locomotives and 50 spare boilers per annum.^ 

A gricultural implemen ts arc produced by the company as 
an an cillary in its own Agrico factory . Recently a good deal 
of In dian stee l has been used i n ship-buildin g. The Vizaga- 
patam ship-building yard has already launched several ocean¬ 
going ships built with Indian steel. Even earlier, Calcutta 
and Bombay yards had used Indian steel in building smaller 
vessels. Apart from these, the I ndian engineering industr y 
has devfih^ped owiryg largely to the expa nsion of the stee l 
iadustry. 

The recent Fiscal Commission observed that ‘ there is no 
evidence to show that the extent of protection was more than 
what was needed to enable the industry to be established on 
a sound basis.’ Nor was protection inadequate except be¬ 
tween 1924 and 1927, when tariff valuations were upset by 
currency changes and other unforeseen factors. Between 1923 

^Tour etc. Op. rit., p. 33. * 'Lhcrc are now two factories engaged in 

the work of producing locomotives, namely the 'lata Electric Locomotive 
Co. Ltd. and the Government of India’s works at Chitaranjan. 'I’he 
productive capacity of TELCO is to manufacture 100 locomotives and 
100 spare boilers, whereas the productive capacity of the Chitaranjan 
locomotive project is 120 locomotives and 50 boilers per annum.* 
Estimate of cost—Government project—Rs. 14*92 crorcs. 

TELCO „ Rs. 10 
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and 1938-1939. the pro duction of TISCQ went u p sevenfal d 
from 1,63,000 tons to 7,01,000 tons. 74ie policy orploughiii]^ 
back profits into the industry has contributed to a large extent 
to this growth. Expansion is also indicated by the fact that 
the wage-bill, which in 1923-1924 was Rs. 163‘13 lakhs^ 
shot up to Rs. 720*44 lakhs in 1948-1949. 

Between 1939 and 194th while the la bour cost of finisiied 
steel increase d froin Rs. 31‘34 to Rs. 92*80 per n)n, 
the a\ ^erage output oi’ finished steel per emp l oyee decline d 
from 24*36 to 16*30 tf)ns. The Indian steel works employ 
much s urplus lalj our. Whereas 18,000 operatives are en¬ 
gaged in manu 1 arturi 11 g 7.3.000 to 80,000 tons of ingot a 
month in T1SCX4, Australian works have only 4,600 men 
for turning out 67.000 tons a month.^ E.x cess labour is nov^* 
d iverted to the T ata E nginein ing and I. occmiotivc Comp ajiv. 

'riie^ IncITan stecF hidustry is vei N li ackwarcL in respect of 
the heat balance of the furn aces, the method of controlliii g 
t he pmce,ss(^, the s tand arcliza \ ion_pfJhlijdicd..,s.le€i!. the 

• iitili/atu)n of waste and by-prociuc ts, I’here is still a scarc iLy 
o T Ingger lurnaces Tthere being only about 15 furnaces over 
18 feet hearth dTarneler while about 90 furnaces are under 
14 feet hearth diameter. Steir l works too often work belo w 
capac ity, and product ion is handicapp ed by the fact that 
Indian c oal i s no t of t he highest metallurgical quali ty, and 
by the h igh (*ost fil railway transpo rt. But the gj*eat adv’an - 
tj^e the Indian industry enjoys over foreign works is thejbv^* 
cost o f ass emb lin g raw mate rials. 

Thoii^i India has the third largest steel ])lant in the world, 
her steel production is not adequate. ITe per capita con ¬ 
sumption of steel here is only eight lbs , as against 860 B is, in 
the I Jlilted Sta tes: 520 lbs. in the United Kingdom; and 470 in 
Australia. India produces just over one million tons of finished 
steel per annum. It is estimated that 2^ million tons would 
be necessary to meet the full requirement of the civil popula¬ 
tion, the industries, and the railways, and to complete the 
various national development schemes. Of these, nearly half a 
million tons will be of specifications and sizes that the Indian 
manufacturer could not produce profitably. To tlie problem 
of meeting the deficit of one million tons, the Government of 
India, as well as the two great manufacturing concerns, have 

^ The Indian Journal of Economics^ July 1950. Article on ‘The Cost 
Structure in the Iron and Steel Industry.’ 
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devoted a good deal of attention. The Fatas have a plan 
of integrated expansion and diversificati on that would cost 
about 14^ cror es of rupees. They have also decided to 
form a ne w concer n for p rodu cing pipe s, tubes , and fitting s 
in collaboration witlTa British manufacturing business. The 
Steel Corpora tion o f Bengal contemplates expansion in two 
stages invoIvIhg^lTrst an expenditure of five crores and later 
of 12 crores. I’he consulting engineers of the Government 
of India recf)mmended the construction of two new steel 
works each with a capacity of half a million tons and cost¬ 
ing oO to 60 crores a capitalization of approximately 
Rs. 1,000 per ton of installed capacity. The capitalization 
of the two companies is greatly below this figure, and hence 
some people fear that the cost of steel produced by these 
may be higher than that of the Bengal concerns, and the 
latter may therefore be forced by ihe Government to keep 
their selling prices high. The decision that the two planned 
works should be State-owmed and State-managed has given 
rise to some incisive criticism. 

Last year an American technical expert declared: ‘ Except 
for certain special varieties of steel India can soon become 
self-sufficient in her steel requirements and even become an 
exporter of steel,’ 

Summary 

Early Efforts to Produce Iron and Steel :— 

In the nineteenlh century, attempts to start an iron industry 
failed. The one exception to this was a factory started in 
1875 at Barakar which later came under the control of the 
Bengal Iron Company. 

The Early Tears of the Present Century :— 

The Tata Iron and Steel Company started production only 
in 1911. Soon after, it began to export. 

The First World War :— 

The productive capacity of the industry now increased. 
During the boom the Indian Iron and Steel Company (1920) 
and the Badravati Iron and Steel Works w^ere floated. 

Depression and Protection to the Industry :— 

Depression began in 1921 and in 1924 protection was 
granted under the Steel Industry Protection Act. This was 
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the first measure applied in pursuance of discriminating' pro¬ 
tection. The tariff was altered in 1927, 1932 and 1934. 
The principle of preference for British goods was n<j\\ adopted. 

The Second World J I or: 

TISCO struck out along a number of new lines. Special- 
grade high-quality steel was now produced. 

In 1947 protection was discontinued. The Indian industry 
has still a number of deficiencies in equipment. 

Subsidiary Industries: - 

India has today the third-largest steel plant in the world, 
but its production Is inadequate. 

The (Government have recently planned two new works. 

A number of subsidiary industries such as the production 
of tin plates, wire and wire products have been developed. 
The engineering industry has grown owing to the expansion 
of the steel industrv. 
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SOME OTHER INDUSTRIES 

THK CEMENT INDUSTRY 

Today India has a cement industry of considerable size. It 
is considered to be o ne of India's best onranized major i n¬ 
dustrie s and pr oduces a high c|uaHtv cemen t that compares 
favourably with the product of any other country. In a 
short and remarkable career of steady expansion, this industry 
is to be found i n many parts of Ind ia^ and has to some extent 
restored the balance of rather lop-sided industrial develop¬ 
ment. 1 oday, adequately backed by ample working capital 
and reserves, and provided with a well-knit system of‘ distri¬ 
bution, the industry bids fair to meet the domestic demand 
in full. 

When first cement was introduced into India certain vested 
interests were opposed to its use. But soon came a lively ap¬ 
preciation of its intrinsic superiority to the materials then in 
use and the demand for cement grew lapidly. The manu - 
iacture of P ortland ceme nt begac in this country quite early 
in the centur y. South Indian Industrials Limited, which 
dates from 1879, started manufacture in 1904. The capacity 
of plant was only 10,000 tons and actual production seems 
to have been well below the limit It was not until the war 
became imminent that production was geared up to the 
maximum. I'hrec companies —the Indian Cement Com¬ 
pany, at Pore bunder in Kathiawar, the Katri Cement and 
India Company, in the Central Provinces, and the Bundi 
Portland Cement Company, at Lakheri in the Bundi State of 
Rajputana, were formed during the Fi rst World W ar, and 
had an aggregate capacity of 76,000 tons . In the final stages 
of the war the Government became the industry’s chief 
customer. The industry was under Government control. 

As in other industries, there was a post-war boom in 1919- 
1920, when dazzling profits were made, and it seemed that 
the industry was placed on an enduring basis. While the 
t hree^rf)mpanies, started in the war years , doubled their ca- 
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pacity, s even new roncem s. with a total capacity of 386,000 
tons, were started in different parts of the country. In 1925, 
the Tariff Board, reporting on the industry, remarked: ‘ In 
few industries has development been equally rapid. In 1914 
a small quantity of cement was produced in Madras at one 
factory wliile in 1924 there were 10 factories at work with a 
possible annual output of 550,000 tons.’ 

'I'he following tal)le shows domestic production and im¬ 
ports Ijetween 1914 and 1921:— 

: 1914 1915 ■ 1916 1917 ‘ 19181 1919! 1920 

ill 

Total Home . . 

Production 943. 17.912 38.(572 73,728; 84,34418(5,812 91.253138,812 
Imports 165,723442,4(59 77,.543 85.594 27,177192.787 138,(598| 129,813 

Although handicapped in certain respects, the cement in¬ 
dustry enjoyed a n umber of advan tages. Adequate suppl ies 
of clay and limestone ,were availaEle and, what was more 
helpful, li meston e was available in_considerable quan tides 
near railw^ay lin es. Moreover, the cement could be manu¬ 
factured witkciut empkn ing liighly skilled lal^our fr om a broad. 
In 1925, tlie largest niunber^fT truiriiS^m^ employed in any 
orte factory was seven. In post-war years the industry had 
an expanding d omestic marke t. The d isadvantages were that 
g ypsum , a raw material, had to be br ou ght lo ng distances, 
that facXoiies were n ot situated near cocufieId s~(The~TrcIght 
on coal was, therefore, a serious item in the cost of manu¬ 
factures), and the princip al mark et for the industry was iji 
th e por ts, while the plan K 

Shortly after the post-w^ar boom, the industry began to 
suffer from over-production and fierce competition among 
the various firms. In 1924, the industry applied for protec¬ 
tion, but its request was turned down liy the Tariff Board on 
the ground that the troubles of the industry could be ended 
only by co-operation among the companies and not by tariff 
barriers. The industry now readily complied with the sug¬ 
gestion and, in ^927, formed the Concrete Association of 
India to launch a propaganda campaign for the purchase of 
cement. Three years later the Cement Marketing Company 
was formed. This company allotted quotas to each firm and 
centralized selling. This ‘ cartelization ’ was heartily disliked 
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by the firms as even the most efficient of them had now to 
work below capacity. 

One of the salient features of the industry throughout its 
growth has been the frequent remodelling of plant and the 
modernizing of machinery. I’he industry has also had its 
technical staff trained overseas, 'riianks to the high pitch of 
efficiency llie industn' made good progress even under the 
deepening shadow of the great world depression that set in 
in 1929. From 4,78,000 tons production had risen to 5,86,000 
in 1932-1933, and had leapt still further to 1 1,70,000m illion 
tons b y 1937-193 8. ^ 

In 1936 a number ol'firms effected a ^nerge r, and the As- 
s ociated Ckmient Compan y (A.C.C.) came into being. The~ 
Dalmia group entered into an understanding with it, and a 
j oint selling organization w^as formed. The rationalization 
that was carried outTavecl the'industry when it was about 
to slump. 

Shortly before the Second World War, because of the entry 
of a rival into the field, the horizon for the industry seemed 
to darken, but the outbreak of war set the industry going full 
blast towards unprecedented peaks. Production was stepped 
up from T3 million tons in 1937-1938 to 2*3 million tons 
in 1941-1942. The following table gives the figures of pro¬ 
duction during the war years:— 

Tons 

1942- 1943 2,183,000 

1943- 1944 2,112,000 

1944- 1945 2,048,543 

1945- 1946 2,075,340 

1946- 1947 2,016,000 

The fall in 1943-194 4 was the res ujt of depreciation of plan t, 
s hortage of coa l and l abour unres t. 

In 1942 c entral contro l of the industry was instituted. 
The industry was r eleas ed w-hen the Defence of India rule s 
lapsed, but the provincial gov ernments began to exercise 
contro l. 

During the war the needs of the civilian consumer had to 
take second place. As a result, there w^as a big demand from 
this source in the post-war period. In addition, the industry 
had to satisfy large Government orders for cement for the 
construction of a number of irrigation projects. In the four 
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years between 1946 and 1930 the industry was adjusting itself 
after the tempo of war-time production. Replacement and 
modernization were effected quickly; new factories were 
started, and production once again went up. 

Production (in tons) : Imports (in tons) 


1948-1949 

1,620,000 

i 1,46,704 

1949-1950 

2,290,000 

' 3,40,430 

1950-1951 

2.690,000 

18,664 

lSf)l-1952 



(April to 



September) 

1,380,000 

3,^33 


Paxtitiiixi ol' the sul)-coniinent did not greatly affect India's 
c ement-producing capacity . The i nstalled capaci ty before 
Partition was million to ns: for India afteF Partition, 

2‘Q73_jiiilj ion tons. Bihar comes first in production, turning 
out 598,000 tons, Madras and the M^adhya Pradesh come 
second and third (each produced by 1948 about 360,000 and 
230,000 tons respectively). 

At present, the factori es are l ocated in areas where raw' 
materials are plentifu l, but they are not well situated in 
regard to sources of power and fuel. But the industry has 
no difficulty now' in obtaining fuel, as the Central Board of 
Transport has been providing 100 per cent transport to 
cement and some other industries of major importance. 

Ill 1950 the total production of cement stood at 2'6 million 
tons as against an i nstMlh^H capacity of 3 / 11 million. This 
90 per cent utilization factor is high compared to that in 
any industry in the world. 

The industry has prepared a big plan of expansio n; nine 
schemes are now' being carried out. A recent development 
is the pr oduction in India of processing machinery which 
previously had been imported. This has meant lor the in¬ 
dustry a saving in capitalization of crores of rupees. 

From the beginning, the cement industry has been o wned 
and managed by India ns. Indians also do the work of dig- 
t ribution . As regards labour, the Rege Committee declared 
that, j udged by prevailing standards in India , the cement in¬ 
dustry Tiad'llon^]weir]5yjt01Sui^^ wnr)^jpg rondi- 

tions, h ousinjg, w elfare wo rk and provision for the future were 
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concerned. But the wage level s and the scale of dearnes s 
allowance were lower than in other origanized industrie s. 

THE PAPER INDUSTRY 

A centurN' ago the first paper mill was started by the famous 
missionary Dr. William Carey, but its career was short. The 
production ol‘ ma chine-made pa per began in India in 1870. 
when the B ally Mill s were established on the Hooghly. The 
factory slartecl with a single machine, but shortly after in¬ 
creased it to four, and attained a m aximum output of 5.000 
tons a year. In 1905 it went into liquidation. 

Otlicr enterprises of the nineteenth century, in the same 
part of the country, were the Titaghnr Paper Mills CiOrnpanv 
(floated in 1882) and tlie I mperial Paper Mill s Company of 
Kankinara. After 1892 no new concern was started on the 
Hooghly for thirty years. In 1 922 , the I ndian Paper Pulp 
C^oiiipaii^' op cTied the Naihati Mill . The nineteenth century 
saw also the starting ol‘ paper factories in other parts of the 
country. Mills were started in laicknow, Gwalior, Poona, 
Raniganj. 

In 1924 , when the Tariff Board enquired into the industry, 
there were ni pe milf s (including a small mill in Punalur, in 
Madras State) with an aggregate capacity of 33,000 tons . 
Newsprint could not be made in India. These mills made 
paper from jute, cotton rags, waste paper, and, later, ‘ moonj ’ 
and ‘ sabai ’ grass. Their product was therefore no match for 
the foreign paper made of wood pulp. As regards production 
from sabai grass the Tariff Board wrote: ‘ Our review of the 
evidence suggests the inference that there is a natural limit 
to the quantity of paper, whu li under existing conditions can 
profitably be made and that this limit has already been 
reached, if not exceeded.’^ 

Like many other industries, paper manufacture benefited 
by war conditions between 1914 and 1919, but in the post¬ 
war years reached the verge of depression. The Tariff Board, 
which considered its appli cation for protection in 1924 , ex¬ 
pressed the view that only mills utili/ing bamboo pulp had 
a good futu re, and r ecommended financial assistance by the 
Government towards that end . Besides this, the Tariff Board 
proposed the levy of a s pecific duty of one anna p er lb. on 

^ Report of the Tariff Board on Paper Industry, 1924, p. 6. 

O 
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the imports of all and printing* paper (with some 

exceptions) f or a period oi' five year s. The Government im¬ 
plemented onlv the later recommendation: under the Bam¬ 
boo Paper Industr\ Protection Act protection was granted for 
a period of seven years. 

The followiniJ- table shows the elTects of protection: 

Percentage of die Indian market supplied by Indian 
Manufactures: — 

1924-25 1920-27 1929-50 1950-31 
24-13 23-90 21-98 25-GO 

Papers assessed at tli(' Protectixe Rate of Duty onlx :— 
53-84 62-25 62-52 71-09 

In this period output rose from 25,000 to 10,000 tons, and 
the TUiinber of persons employed fmni 5,251 to 6,696. 44iere 
was now an appreciable improxernent in (piality. As regards 
the use of lianiboo jmlp, the larilf lioard wrote in 1931: 

" I’hough progress has not lieen so immediate or so rapid as 
was anticipated six years ago, xve believ(‘ tliat firm and solid 
foundations have been laid I'or the industry.’* The Tariff 
Board felt that delay in the use of xvood pulp was due to 
causes beyond the control of the companies. 44ie industrx 
now enjoyed a nexv adx’antage; in 1925 chemicals were very 
expensive, but by 1931 most of the important chemicals re¬ 
quired by it could lie had in India at economical prices. 

In 1931, the Tariff Board recommended continuance of 
the p rotectix e fill! y of one anna per lb., or 15 per cent ad 
valorem, whichever was higher, for another serven yr:^irs. As 
many factories were importing mon: and more xvood pulp, 
the Board suggested the lex x- of a duty of Rs. 45 per ton on 
i mported w^ood pulp. I’he Ciox ernment carried out these pro¬ 
posals, adding to the duty recommended the 25 per cent sur¬ 
charge Icx’iecl for revenue purposes. In 1935, when a new 
classification of' paper was made for purposes of protection, 
the gla/ed half si/e badami mechanical paper, which had been 
left out of the tariff scheme, got protection. 

By these measures the co nsumption of d omesti(- wood 
p ulp rose nearly four tim es (from 5,228 tons in 1931 to 19,281 
tons^in 1938) xvhilc i mports were cut by hal f (10,976 tons in 

1 R(‘port of ttie '.l ariff Board on the Paper Industry, 1931, p. 52. 
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19!^8). Over the same period production of paper increase d 
from 40,588 Ions in 1931 to 48.531 in 1938. 

In 1938 the lariff Board recommended the abolition of 
the surcharge but proposed the continiiancc of protection, 
not because its removal would injure the industry grievously, 
but because that would hamper experimental work on the 
use of the bamlxx) pulp. 'I’lie Board suggested lower rates 
Ibr a further seven-year period. The (iovernmenl now 
I'iianged the rates to 25 per cent ad valorem on wood pulp or 
9 pies per lb.; and 25 per cent ad valorem on paper. Protec¬ 
tion w'as granted now only for three years, but w'as extended 
until 1947 under the Protective Duties Continuation Act. The 
Ibllow’inc talde show’s the production between 1939 and 
1944:—' 



Qiiantity (tons) 

Value (lakhs 
rupees) 

1939-40 

36.714 

71'3 

1940-41 

3(t,73() 

89-1 

1941-42 

28,279 

! 109-3 

1942-43 

11.237 

1 57-6 

1943-44 

13.777 

43-7 


In the fourteen years before the war, when the industry 
was sheltered bv tarifl's, production of w'riting and printing 
papers registei ed an 85 per cent increase w hile imports shrank 
by 41 per cent. 

The gn'atest achievement of the itiduslry was the develop¬ 
ment of' bamboo pulp, and this fully justifies the grant of 
protection for over two decades. From 19,281 tons in 1936-1937 
the consumption of wood-pulp w'ent up to 187,000 tons in 
1944. In this connection must be mentioned the fact that 
the mills are now' making a voluntary ('ontribution to the 
paper pulp section of the Forest Research Institu te, wdiich 
lias helped the change to a good extent. Another l)ody now 
engaged in research on the raw material problem of the 
industry is the C ellulose Research Committee o f' the Board 
of Scientific and Industrial Research. 

There are now- 16 paper mills in India, spread over almost 
all the states. Benga l is the most important area of paper 
manufacture, .50 |Ter cent of the total production being done 
there. Only eight mills in the country can now be consi- 
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derecl economic units, i.e. they produce more than 8,000 tons 
a year. Most ol tTie mills are worked by electric power gene¬ 
rated at the factory. 

Besides newsprint India has to import certain special types 
of paper like litho, poster, and so on, and large quantities of 
old newspapers in bales fc^r packing purposes. The need is 
there for the development of subsidiary industries that would 
ensure to the mills a steady supply of stores and spares. As 
regards labour, the Rege CV)mmittee declared that excellent 
working conditions and satisfaclorv welfare arrangements 
existed in the ind\istry. 

'll IF MATCH INDIES FRY 

Before the First W'orld War the gn^ater part of India’s con¬ 
sumption of If) million gross l)oxc s was met ])y Swedis h and 
J apanese firm s. The Indian match industry has only a re¬ 
cent histo rv7 Up to 1922 only one factory had a record of 
success. This was the G uierat Islam Match Factor y started 
in 1895 in Ahmedabad. d’he other concerns, started before 
the war, carried on production on a cottage basis: they all 
went into liquidation either because of financial difTiculties or 
through inexperience of the management or owing to the 
wrong choice of site. I’he consumer devc'loped a strong pre - 
j udicc against the Indian produ ct. 

In 1922 the i mport duly on matches was increased to 
Re. 1-8-0 per gross, which granted siifhcient protection to the 
Indian industry. Now the industry began to develop on a 
commercial scale. I mports shrank from 13‘68 million gross 
in 1921-1922 toti' 13 million gross in 192G-1927. N ew factorie s 
were started such as the M ahalakshmi Manufacture s and the 
Bar eilly Match Works; these two had up-to-date machinery. 
Working ccjsts were fall ing owing largely tc.^ improvemenrm 
the efhciency of labour. There was also considerable irn- 
pi-Qvement in the quality of the outpu t. \Vhen, in 1924, an 
im port dut\ ' was levied o n the import of sticks from Japan, 
Indian works ceased to be merely assembly plants. The 
TarifT Board wrote in 1927: ‘ Not only is the labour force 
now capable of prcjducing a much larger outturn in a given 
time but the greater skill display^ed in the various processes 
and in particular in handling the delicate machinery used has 
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reducT'd much the wastage of material in the course of 
manufacture.’* 

Sv Medish man 11 factiirers now decided to establish factorie s 
in India. In 1924 a factory was started at Ambarnat h near 
Bombay. Within six years it made impressive progress de¬ 
spite the dithculty keeping labf)ur together.- The 'rariff 
Hoard teslifie.‘d to its high standard. 

'I’he Indian Matcli Industry a pplied lor protection in 1927 . 
The 4 arilf Board no longer recommended the conversion of 
the existing revenue duty into a protective duty to ensure its 
continuity. 'I'he Indian industry sought protection from 
Swedisli competition, but this request went unheeded. The 
protection granted to the industry still continues. 

When protection was granted it was feared that the Swedish 
Western India Match Ckmipan y would expand rapidly and 
capture a consideiable part of the domestic market. This 
fear lias been justified. Between 1928 and 1948 the capacity 
of the Western India Match (Vnnpany rose from 6 million 
gross per aniuirn to 18 million, while that of die Indian units 
(now aI)out 200) fell from 12 million gross to 7*9 million. 

In the early ’thirties the industry faced the danger of 
over-production. In 1 93-^ an e xcise duty w\as levied on 
matches and d oubled in 1941. tax came to represen t 

200 per cent or more of the manufacturing cos t. 

The most important areas of production arc now’ Bombay, 
Assam, Madras, Bengal and the Lnited Provinces; the irn- 
portant factors determining localization being the s upply of 
\ YOOci- W’ater and se mi-skilled labour . 

Manufacture is done in many factories partly witli the help 
of machines. In numerous factories power-saws are not found 
and a number of operations are done by hand. In well- 
orgarii/.ed establishments the processes are comparable wutli 
those of the up-to-date metho(is in other countries. 

riie workers in the highly mechanized concerns have fair 
conditions of work; but thertr is much sweating of the labour 
that works in small sheds. The highest w’age-rates are found 
in Bareilly, Bombay and Madras. In Bareilly about two- 
thirds of the workers get Rc. 1-8-0 to Rs. 2-0-0. and the rest 
between Re. 1 and Re. 1-8-0 per day. The wTirkers in many 

* Report of'the Tariff Board on the Match Industry, 1927, p. 9. 

Minutes of Evidence to the Tariff Board on the Match Industry, 
1927, Vol. Ill, p. 140. 
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other places earn less than 12 annas. No adequate provision 
has been made to sareguard the future of the labourers. 

During tlic Second VV^orld War the industry exported to 
the United Kingdom and the Middle East for the first time. 
The problem of good quality timber now became important. 

THE GI.ASS INDl'SrRY 

From the beginning of the nineteenth century to the First 
World \Var, the glass industry was struggling for its existence, 
but still the Indian entrepreneurs were attracted by this line 
of production. Con siderable encouragemen t was given to 
glass manufacture bv the establisliinent a t Talegaon in 1908 
of a training cerUre ffir the n rt of g lass maiiu- 

facture . Courses were given along |ap anesc lines. 

During the Fi rst World W ar a nuniljer TTTactori es were 
started because of the cessation of imports. The variety of 
production now increased. When the war was over trouble 
began for the industry because of foreign competition. Even 
during the war, India began to import glass from Japan, 
and in the post-war period the market was glutted. Glass¬ 
ware was now imported from Europe also. In 1 920-1922 t he 
value, of giass-warc_^importe d was _3 ^ c rorcs of rupees. A 
number of factories were now closect^down.. In 1932 the 
T ariff Board recommend ed p rotection for ten ^ ’ears, but the 
OoN’crnment rej ected this propo sal on the grounds that suf¬ 
ficient supplies of indigenous raw materials were lacking and 
that the industry had to import soda ash. 

The industry, however, was pr otected by^the Swadeshi 
Movement of 1930 . Not only did production incr e«a^, tnit 
there w-as an i mprovement in qual ity. The manufacture of 
scientific glass-ware was begun before the outbreak of the 
Second World War. 

Before the Second World War the glass industry met the 
h ome requirements to the following exten t:— 

Bangles six-sevenths; bottles and phials two-fifths; glass- 
sheets one-eighth; lampw'are four-fifths; tableware one half; 
pressed ware tw^o-fifths. 

During the war the n umber of facto ries rose from 80 in 
1939 to 1 74 in 1944. l^’actories started at places like Ghazi- 
abad, and Firozal^ad had modern equipment. A large num¬ 
ber of new types of articles—boiler gauge glass, signal glass, 
and so on, were now' turned out to meet military requirements. 
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Now under the guidance of Government technologists lurnaces 
were improved and the industry equipped with new types 
of plant. 

Between 1929 and the war years, i mports dwindl ed irom 
a value ofRs. 2 5 crores to 0* 15 lakh s. Even before the war 
India built up a small (‘xport trade. I’he value of it rose 
ifom Rs. l,0:blG5 in 1929-1930 to Rs. 5,83,774 in 1940-1941. 
'I’here are now about 100 factories which supply 50 per cen t 
<>£ the home nec'd s. Their total production is \'alued at 
Rs. 200 lakhs. Factories are located in many parts of the 
country; the United IVovinces. Bengal and Bombay being the 
main areas. In recent years a number of uneconomic units 
have sprung up which employ crude methods of production. 
C.)nly about one-seventeenth of the factories have efficient and 
well-designed furnaces. The industry has not liegun produc ¬ 
tion of special articles such as optical glass and toughened glass 
to any notable extent. The development of a mirnber of 
specialized Inanches is hampered l)y a shortage of trained 
operatives. 

\'ery little information is available on the sources of the 
industry’s raw materials, 'i’he recent manulacture ol’ soda 
ash in India is a deAelopment which may stimulate the 
industry. 

The Indian Tariff'Board, which encjuirc'd into the* industry, 
wrote in 1932: ‘We are convinced that unk‘ss any tariff as¬ 
sistance to the industry is suj)pleinented by suitable organi/a- 
tion for training and researc h the progress of the industiA will 
be slow and incommensurate with the burden which our pro¬ 
posals will place on the countly.’ But no glass factory has 
had attached to it a laL'oratorv where raw materials and 
finishc'd products could be properly examined. 

The w’orst feature al^out this industry has been the avvl'ul 
gYir 1 ino- nf 1 nluiiirtin a number of establishments. Regu¬ 
lation is difficult because the industry is organized both on 
a large and a small-scale basis. One-cierhth of the workers 
are c hildrem and lhe\ arc employed e\’en in regulaTecl lac- 
loiics. They are made to work for long lionrs in clcyscd cells 
devoid of fresh air and natural light. Little arrangernenl 
has been made to prewide relief from lieat. Workers have 
l>een known to faint at their posts. Blow^ers are congested 
and cases are common of workers sustaining burns from the 
molten glass at the end of swinging blow-pipes. AVhere 
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women are made to work creches are not provided. This 
is a description of working conditions which may make one 
feel that labour conditions, even during the worst years ol* 
the Industrial Revolution in England, were not so bad. 
I’his state of affairs is, however, not to l)e found in many 
Indian industries. 


THE CHEMICAL INDL’S'I’K^' 

The chemical industry is regarded as a key industr y bec:ause 
it is vi tal for national dei’enc e, the d evelopment of a numbe r 
of other industrie s to which it supplies raw materials, and the 
p romotion of aericult ure. 

Owing to the advance of ( hernical research a number of 
chemicals, which a decade back were classified as fine che¬ 
micals, are now p roduced on a large scale and usctI as raw 
materials in oilier industries , l^’or this reason tliey~arF7Tes- 
cribed as heaTv cliemica ls. In highly industrialized nations 
nearly all chemicals are mass-produced and used in other 
industries; all chemicals in these countries are, therefore, 
considered as heavy chemicals. 

The following arc usually described as lieavy chemicals:— 
fertilizers, sulphuric acid, nitric acid, hydrochloric acid, am¬ 
monia, ammonium sulphate, alumina, alums, dichrornates, 
ferrous sulphate, sodium sulphide and sulphate, magnesium 
salts, caustic soda, chloride, soda ash and sodium liicarbonate. 

The origin of the modern Indian chemical industry can 
be traced even to the early years of the nineteenth century. 
The pioneers in the field were Butlo Krislo Paul, D. Waldie 
and a few others. At the turn of the century, P. C. Ray 
consolidated the small progress that had been made. Shortly 
after the First World War the industry sliowed better pro¬ 
gress. Only galenicals and chemicals derived from sulphuric 
acid were now manufac tured. 

In 1928 the industry’s request for protection was referred 
to the I’ariff Board. M’he Board reported: ‘ It has proved 
possible to manufacture sulphuric and other acids on a com¬ 
paratively small scale and yet secure a profit. Small fac¬ 
tories up-country have been protected by the heavy cost of 
transport from the larger factories at the ports while the latter 
have been tempted by the profits obtainable even on a small 
output to enter into arrangements for a division of the avail¬ 
able market among themselves. Each of those units (larger 
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units) is capa])le of supplying practically the whole of this 
market, hut as a result of this arrangement, each unit produces 
but a fraction of its possible output at an enhanced cost.’^ 
The Board re commended protection p n the ground that the 
industry' was of great importance to the nati on, and protec¬ 
tion was extended under the Heavy C'hemical Industry (Pro¬ 
tection) Act of 1931. Unties were levied on magnesium chlo¬ 
r ide and certai n other heavy chemica ls; these were to be in 
force till March 31, 1933, (!xcept in the case of magnesium 
chIorid(‘, which was to be protected up to March 31, 1939. 

In 1937 the < ou t in nance nf prot ectio n was recommended 
by the I’arilf Board as there was fear of foreign competition. 
Under th(‘ Indian 'PariIF Amendment Act of 1939 protection 
at the rate ol' 12 annas per cwt. was granted. I he period of 
protection was extendecl up to March 31, 1946 . 

In the short period of protection, the a cid industry showed 
good progres s. 'Fhe number of' f actorie s rose from ]3 in 
1921 to 3 6 in the hhirtj es^ the number of workers employed 
going u]) from 2.392 to 7,938_. The Sec ond Wo rld War 
greatly stimulaicd the production of acids ; production reached 
59,000 tons, a three-fold rise. There are now about 49 plant s 
with a production capacity of 1,75,000 tons a yea r. Owing 
largely to the acute shortage ol sulphur, only han of this capa¬ 
city can be utilized. The principal exporter of sulphur to 
India, the United States, has reduced her exports. Sulphuric 
acid can be produced by the burning of pyrites; the Geolo¬ 
gical Survey ol* India is now attempting to locate pyrites in 
Bihar and other places. 

riie production of superphosphates (from sulphuric acid) 
has recently gone up from 30,000 tons in 1949 to about 75,000 
tons in 1951. India’s requirements of superphosphates have 
l)ecn estimated at one million tons a year. As result of the 
production of superphosphates and alum very little acid has 
been available for production of other chemicals and for use 
by industries. Now, through a decision taken jointly by the 
Government cf India and the Chemical Manufacturers’ As¬ 
sociation, iron and steel industries’ units producing sulphuric 
acid are given 100 per cent of their sulphur requirements. 

Durino the war th e marnihirtpre of alkali was bepng^ S oda 
ash is produced only by two plant s ^<^>t:ated in Sanraxhtr:a, 

* Kcpori c) the PariM’ Board on the Heavy Chemical Induslrv, 
1931, p. 8. 





Courtesy: Press Informauon Bureau’ 
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The capital investment in these plants is about 50 million 
rupees and their annual production is 50,000 tons as against 
1,09,000 tons required by our industries. There are now six 
c austic soda units w hich produce 15,000 tons while our an- 
nual requirement Is 48,500 tons. 

Besides these three heavy chemicals the industry also pro¬ 
duces a number of miscellaneous heavy chemicals such as 
potassium chlorate, bichromate of soda, alum, and copper 
sulphate. The 2,000 tons of potassium chlorate produced 
meet almost the entire need of the match industry. Our 
production of bichromate of soda is more than enough for 
the khaki dyeing of textiles and the tanning industries of 
the country. 

I’he l ertilizer indust ry also assumed great importance dur¬ 
ing the war. In 19^17 an a mmonium sulphate factor y w^as 
established at Alwa\ e. Travancore-Cochin, with a capacity 
of 50.000 tons a ye ar. Recently, the giant S iridri fertilize r 
factory has l)egun large-scale production. 

Thanks to the recent development of our heavy chemical 
industry the country is today self-sufficient in a number of 
chemicals such as alum, alumina-ferric, sulphite, bisulphite, 
sulphate of soda, ferrous sulphate, Epsom salt, and so on. 
India has an export surplus of bichromates of soda and 
potash, calcium and magnesium chloride. 

In the field of fi ne chemicals , too, no table pro gress hag 
I tecn made in recent year s. Today a number of fine chemi^ 
cals such as oxalic acid, metabisulphites of soda and potash. 
X-ray developing and fixing salt, rcady-mi.xed developing 
salts and solutions for amateur photography are manufactured 
in sufficient amounts. P rogress a fter the Second World War 
has been particularly marked in the pharmaceutical industr y. 
From 61 lakhs in 1938-1939 the value of medicinal products 
imported went down to Rs. 40 lakhs in 1949-1950, while exports 
have gone up from Rs. 27 lakhs to 80 lakhs over the same 
period. The progress, how^ever, cannot be considered great, 
judging from the standards of some other nations. Further¬ 
more, the production of salt, an important raw material for 
the alkali industry, has been rapidly developed, and the 
country is self-sufficient in edible salt. 

India now produces certain organic chemicals from coal, 

. though only in small quantities. A number of intermediates 
required for manufacturing pharmaceuticals, dyestuff's and 
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plastics are now manufactured. She lias only o ne major fermcn- 
Jjatian wdiistry, viz. the manufacture of ethvl alcohol. From 
ethyl alcohol absolute alcohol can be obtained through 
dehvdration, whicli can be used for power purposes. Now 
only five million gallons of power alcohol are produced—20 
per cent of* what can be produced. The excise and prohibition 
policies of state governments have hampered its growth. 

In 1946-17 industries manufacturing clieinicals applied for 
protection for the manufacture of:—(1) Bichromate; 
(2) Calcium chloride; (3) Phosphate; Phosphoric acid; 
(4) Sodium thiosulphate, sodium sulphite and sodium 
bisulphite; (5) C'austic soda and bleaching powder; 
(6) Chlorolorm; (7) Sodium and potassium metabisulphite. 
The sodium and potassium metaliisulphite industry was 
refused protection on the ground that it was not established 
on sounrl lines. 'Fhe v'ery liberal policy now adopted by 
the Tariff Board is shown by its observ^ation on the calcium 
chloride industry:. 

' It is not possible to say now whether the process adopted 
by the Pioneer Magnesia Works, the sole applicant for pro¬ 
tection, in the manufacture of calcium chloride can compete 
with the ammonium soda process. Even if it is found that 
the present process has to be abandoned, the Pioneer Magnesia 
Works may lie able to survive as a result of reductions in cost 
])y the recovery of In -products like basic light magnesia and 
bromine and by modernising their plant and equipment. We 
are also satisfied that the industry is capaf)le of expansion, if 
there is an increase in the domestic demand for (alcium 
chloride.’ 


IHE FIIAI INDU.S'l’RY 

This is the f ifth largest industry of India and has only 
recently come into its own. J he first Indian film, Haristi- 
chandra, was produced in 1912 bv Dada Saheb Phalke. 
The talkie appeared in 1931; the first Indian picture Alarn- 
ara was made by the Imperial Film CJompany, Bombay. 
In 1927 a committee was appointed to study the Indian film 
industry. At that time the footage of foreign films shown was 
sfwen times that of Indian films. By when the industry 

( elcl)rated its silver Jubilee, India stood t hfi^-d arnomjf the film - 
p roduciriir countries of the worl37 Du ring the war the industry 
expanded. The cinema habit spread rapidly and the number 
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of cinema tli eatrcs iv)se to 2,090 . Between 19!^9 and 194“) 
ciiierna ecjiiipinent to the value of Rs. 40 lakhs was imported. 

In the immediate post-w^ar years the industry underwent 
a big expansion. In 1946-1947 and 1947-1948 cinema erpiip- 
iiKMit to the value of a crore oI rupees and studio equipment to 
an equivalent value were imported. Competition now in- 
cre^ased and the iees of film stars rose rapidly, 'rhere W'as 
now a fall in the standards of production. \ow', as the Film 
Fn(|uiry Committee pointed out in 1951 : ‘ Film production, 
a combination of art, industry and shf)wmanship, became in 
substantial measun! the recours(‘ of deluded aspirants to easy 
riehes.’ 'i’h(! new cnlrepreneurs^ in the words of the Committee. 

' are prepar(!d tt) gamble for high stakes, often at the cost of 
both the taste of the public and tlie pnisperity of the industry.’ 

' 'The tlieines are monotonous; the triangle of love seems 
(‘lernal; the plots are monotonously uniform in pattern.,.. 
'The presentation of life in '"socials” is either unrealistic or 
exaggerated.’ 'FIk* (Committee found thc.it the industry had 
made good progress on the technical side. 

I’o remedy tlie evils I fiat have crept into the industry the 
Committe(‘ recommended the creation of a Film Council of 
India- an eighteen-member body, consisting of producers, 
directors, exhibitors, artistes and technicians, central and state 
government nominees and a labour representative with a 
chairman appointed by the (iovernrnent. 

The Committee proposed that the funds required by the 
C.ouncil should be secured by a cess on raw cinema film 
imported into or manufactured in this country, exposed cine¬ 
matographic film from abroad and 10 per cent of the net 
increase derived from the levy of entertainments tax in the 
exhibition of films. 'Fhe proceeds of the cess should be uti¬ 
lized for research and training film artistes and technicians. 
Some of* the otfier recommendations of the Committee are 
the setting up of a Production Code Administration, a Film 
Finance Ck)rporation, and the adoption of a uniform enter¬ 
tainments tax tariff of 20 per cent of the gross takings to aid 
the industry. 

In 1 949 a Film Advisory Board w as constituted to jidvis e 
t he Film Division of the Ministry of Information and Bro ad- 
casting. From ]une 15,1951 , the G overnment of India has 
talceri over film censorship from the state governments, and 
this is now done through a (Central Board of Film Censors. 
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'I'licrc are now 2,400 cinema s, in permanent bnildini^s, 
t onriim (hicrna conipanie s, the over-all c apital investm ent on 
the exhibition side comiiii^ to R s. 2() cr ores. In India there 
art‘ only six cinemas for every million of* the population as 
compared willi 12") in the United States and 120 in the United 
Kini»dom. 4 here an' GO studios wi th a total capital invest * 
rnent of six cior es of rupee s. 'I’lie net revenue to the industry 
is not less than"~ Rs. UoTro res. secured Irorn an audience ol’ 
GO crores of people. Production has inc reased by 100 per 
cent in the post-war years and India is now n ext only to 
Hollywood in film j)roduction. Bombay is tlie most import- 
ant centre of"'prodiuaion: Flie Hollywood of India. In 
‘ documentaries ' India has yet to establish her record, but 
the* industry sc'ems to be full of promise in view of the recent 
pro.^Tc^ss of visual ('ducation\ 

'I’lIE LEAIIJER AND lANMNG INDUS rUV 

This industry which ranks fe mrth in importance as an 
eai iier of lorei^ii exch au,<ye has a lorn* histor y. By about the 
middle of thc Miiine teentli century, Eiwo pean mctfiods of ta n- 
njn» were introduced. The (iovernment Harness and Sad¬ 
dlery Factory, opened in IBGO. was a landmark in the evolu¬ 
tion of the industry. Shorth afterwards, Allen & Cooper 
established the Army Boot and Ecjuipment Factory and got 
financial assistanc'c from the (iovernment. Before the First 
World War factories sprang into being in a number of pro¬ 
vinces. PAcept in Cawnpore, Sion (in Bomliay) and Mad¬ 
ras, machines were not used. I’he industry expand ed during 
th(' war owing partly to the work of the Munitions Jk ^ard. 
The c|uantitv of tanncxl hides exported nearly doubled and 
stood in 1918 at 3G1,G74 ewts. 'I’he c hrornc proces s of tan¬ 
ning, which made possible the production of supei ior leather, 
made h eadway only very sl owly. In the years after the 
Second World War this process has spread rapidly. 

In 1919 an export duty of 15 per cent on hides and skins 
was levied; a rebate of 10 per cent was granted on exports 
to Empire countries which were tanned there. The Govern¬ 
ment reduced tlie duty to 5 per cent in 1923 and abolished 
the rebate. In 1934, when the export trade w4th Germany 
declined, the duly was abolished. 
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India e xports a nnually l eather manufactur es valued at over 
Rs. 200 million . 3 5 per c ent of the exports !)ein^ tanned or 
•dr essed cow hides, the most important item. 

MICA MINING 

The history of this important export industry back to 
before 1880, when small quantities were mined in a primitive 
fashion, by the natives of Chota Nagpur in Bihar. About 



Mica>mining in Bihar. 
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that year C^hrestien and Babu Raj Krishna Sarrna, two 
pioneers of mica mining, started work, braving many dangers 
in the jungle area of Tisri and Kodarma in Bihar. Up to 
1910 the industry was in its inrancy. mining being done with 
chisels and hammers. Before 190!^ all mines were annually 
auctioned. Mcchani/ation bcfjan in 1919 w hen the first 
steam ^lifnlf^ employed, and since then the variety of 
machines used has increased. 

In the ’twenties the price of mica went up, and piracy which 
had been carried on became rnucli more prevalent. The 
extent of the theft is shown by the fact that for the \ ears 
between 1920 and 1940 the excess tonnage of mica exports 
from Calcutta over reported Bihar production was about 
50 per cent, after taking into account mica sent IVom other 
provinces. The price of mica therefore sank and Bihar 
sustained a considerable loss of income. Between 1930 and 
1 936 t here was a slump in the industry. The Bihar Govern¬ 
ment’s Mica Act of 1930, pa.s^d for the purpose of suppressing 
piracN', proved ineffective. The Act was passed again witli 
some modifications in 1940. 

I’he industry saw better days after 1936. Even before 
the Second World War *70 rpjiX-nf th e wf ^rlfj’s supp ly 
of muscovite mica was sent from India. The exports in- 
creased durin^he war years. In 1944 the value exported 
was 2 ’ 75 owes of rupee s. I’he quantity of mica ut ilize d in 
India is 5 per cent^ the main use being in the production of 
ele ctrical apparatu s. Micanite is produced only in v^ry 
limited quantities. 

lliere are serious defects in the unrani/a tion of the in¬ 
dustry. The m ethods of minim i are crude aii3 wastef ul and 
m arketing h as n ot been dpne along proper l ines, riie 
de test mine in InTIia is only h(K) lee U 

The Mica Enquiry Committee of 1944 emphasized that 
systematic mining should be made compulsory in deep mines. 
It proposed that the e mployment of qualified mine managers 
should be made compulsory and that technical aid sho uld be 
given by the Gov ernment to the industry. Some other re¬ 
commendations of the Committee were the establishment of 
a sep arate Inspectorate of Mica Mine^ , the creation of a 
Mica ^larketirig (Control Board , the l evy of a duty of six pe r 
cenT ad valorevi on mica exports for financing the Board’s 
activities w'hich should include the conduct of research. 
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The Rege Committee found l abour cmidition s in the in¬ 
dustry d eplorable and declared that a radical remedy was 
required to save the mica miner and worker from exploitation. 
The mines were dark and unhealthy, and workers f requent ly 
s ustained injuries by fallin g. Moreiiyer the mica miner ha3 
to proceed at a i^rave risk to the mines whicli were inaccessible 
by road, beiui; in the heart of jungles. W omen and children 
were employed in vi olation of tlic j aw. In the* min(*s of 
Madras cf)ndilions were similar. But in Rajputana workers 
were healthier and better ofF. 

As regards the mica manufacturing worker, his skill is of 
such a h igh ^ ^el that sheet mica is sent lor splitting to India 
from Brazil,Tile United States and Canada. During the w'ar 
the Indian work<?r learnt new processes such as ilie production 
of condenser films. ‘ He is so efficient that the micrometer 
usfxl for testing the thickness of the film is dispensed with, 
and he tests it by his sense of touch alone.’ The wages of 
such splitters are the lowest in the world. 

'PHK WOOLLEN MILL INDUSTRY 

The woollen mill industry was started in 1876 i n the irn* 
portant handweavTng centres of the north, Cawnpore and 
Dhariwal. Pfandloorns were used for several years in these 
mills and their use is continuctl even today in some mills. 
By 1914 there were only four mills. In 1924 there were 
thirteen mills. Since the two biggest mills at Kanpur and 
Dhariw^al refused to give evidence before the 'fariff' Board, 
protection was not granted to the industry. 

The Second World War gave a stimulus to the industry. 
The present installed capacity of the industry is 30 million 
lbs. per year. Finer woollen cloth is still made from imported 
woollen yarn in East Punjab, the United Provinces, Bombay, 
Mysore and Kashmir. 

THE SHIPPING INDUSTRY 

The modern shipping industry of India w^as born in 1920 
when Mr. Walchand Hirachand and others floated against 
big odds the S cindia Steam Navigation Compa ny. British 
ships now found a powerlul competitor in the Indian coastal 
waters. 'Fhere was a rate w^ar between Indian and foreign 
ships and the In dian industry got no assistance fro m the 




466 ECONOMIC HIS rORY OF ENGLAND AND INDIA [PT. II 

Government. Narottam and VValehand carried on an epic 
slrugi»le. Another noteworthy figure in these early years 
was Mansiikhal A. Master. 

At the outbreak ol* the Second World War the to tal t on- 
nage of Indian shipping was 150,0t)0 ton s. In 1945 the 
Siiipping Policy Committee recommended a ‘dynam ic pol icy' 
of shipping development. During the last five or six years 
a])oi.it 22 crores ol capital h ave flowed into the industry. In 
1 950 India had 16 c ompanies and the total tonnage of her 
shipping was 4 ()(!l0o 0 t otis. She Jiad 22 steamers oi' a total 
tonnage of 1,62,500 tons which participated in foreign trade. 
Indian shipping now forms () -24 per cent, of world tonnage : 
the corresponding figure for France is 4*48, for Italy 5*06, 
Cireece 2*92, Denmark 1*75, and America 13*90. 



Cointesy: Press Information Bureau 
Ship-yard at \5'zagapatarn. 
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In 1 947 the Vjza^apatain Ship-yar d was completed at a 
cost of five Clorcr^ c^f nipee s. It hasli building capacity for 
8,000 to To,000 tenners. 

During the past five years, owing to delectus in o rgain o ii 
and the u ncertainties of foreign tra de, tlie shipping com¬ 
panies liave periodically been incurring heavy losse s. In 
1 950 t he (h)verninent of India came to the lielp^)r the com¬ 
panies by n-s erving rnna l <:hipping Tu di^nn sjujps. 

Besides th<* industries described in this chapter India has 
a number of other industries, such as the plastics, silk, salt, 
automobile's, some of' which are now developing more \ igor- 
ously than before. 


Summary 


The Cement Industry: 

The manufacture of cement began in 1904. The First 
World War greatly stimulated its growth. In the ’twenties 
it sufi'ered because of fierce internal competition. Protection 
was refused to the industry. In 19.50 the Cement Marketing 
C'ompany was formed and it allotted quotas to the firms. 
The industry now began to make good progress. In 1936 
the Associated Cement Company was formed as a result of 
the merger of a number of firms. Production rose to 26 lakhs 
by 195(). The industr\ is noted for its up-to-date plant and 
equipment. 

The Paper Industry :— 

On the Hooghly mills were started in the’seventies and the 
’eighties of the nineteenth century. The industry grew dur¬ 
ing the years 1914-1919. Protection was granted i^i 1924 
under the Bamboo Paper Industry Protection Act. Protec¬ 
tion has been continued. Flic greatest achievement of the 
industry has been the development of the use of bamboo pulp. 

The Match Industry: 

The industry came to be developed on a commercial scale 
only after 1922. In 1924 Swedish manufacturers began start¬ 
ing factories in India. In 1927 protection was granted to 
the industry. Behind the tariff walls the Swedish Western 
India Match Company has developed greatly and captured a 
big part of the Indian market. 
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The Glass Jndiislry 

I’hc industry developed vit^orousJy only in the years 1914- 
1919. Protection was refused to it. During the Second 
World War the industry was devclof)ed thanks to the aid of 
<TOverninent technicians. The industry is still deficient in 
the matter of research. Labour is liadly off in tlic industry. 

The Chemhal Industry: 

Shortly after tlu' First World War the heavy chemical in¬ 
dustry showed some |)rogress. In 1931 protection was 
granted to it under the Heavy (Chemical Industry (Protection) 
Act. 'I’he Second W^irld W ar gave a spur to the production 
of alkalis and fertilizers. In recent years notable progress 
has been made in the j^roduction of fine chemicals. 

The Film Industry :— 

The industry which was started 40 years ago underwent a 
big expansion only in the years after 1939. The Film En- 
<]uiry Committee of 1951 pointed out that the standard of 
production had fallen. In 1949 a Film Advisory Board was 
constituted to advise the Union Ministry of Information and 
Broadcasting. 

The Leather and Tanning Industry 

The industry began to develop in the middle of the nine¬ 
teenth century. During the First World W^ar it grew up 
quickly. The chrome process has spread only very recently. 
This is an important export industry. 

Mica Mining :— 

Mica mining l)egan even before 1880. But up to 1910 it 
was in its infanc). Mica theft has been going on for a long 
time. The Bihar Government passed two Acts to check it in 
1930 and 1940. 

India supplies over 70 per cent of the world’s muscovite 
mica. 

The Mica Enquiry Committee of 1944 has emphasized the 
need for systematic mining. 

The Woollen Industry :— 

The industry was started in 1876. Progress has been slow. 
The Second World W^ar has given an impetus to the produc¬ 
tion of woollens. 
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The Shippin<r Induslry 

Modern sliippinj^ industry dates from 1920 when the 
Scindia Steam \a\igation Company was started. I’ill re¬ 
cently progrc'ss was very slow. In 1945 the Shippini»‘ Policy 
ConiiTiiltee rexromrnended the adoption of a ‘dynamic: policy^ 
of development. 

C'hikf Datfs 

1920—The rormation of the Scindia Steam Navigation 
Company. 

1924—'The Bamhoo Paper Industrx' (Protection) Act. 

1927 “ I’he Match Industry Protection Act. 

1931—7’he Heavy Chemical Industry Protection Act. 

1936 The formation of the Assoc iated Cement Company 
Ltd. 

1944— The Mica Minini^ Kncjuiry Committee. 

1945— The Shippinc; Polic:\' (Committee. 

1951 — 4Te Film Enquiry Committee. 



CHAPTER XIII 


SMALL-SCALE AND COTTAGE INDUSTRIES 

In a previous chapter the (auses of tlie decay c^C Indian 
handicrafts were explained. Cottage industries have survived 
in India though they have been considerably we*akened by tlie 
spread of machine-made products, d'he chief causes of tht'ir 
survival have been the ef forts of the atrricultur ist to s upp le- 
ment his inco me from cottaue industries and the local or 
vcr^Iimitecl demand for certaTn products, which has pre- 
v'cnted their being })roduced on a large scale. S(*veral esti¬ 
mates of the amount of employment in agriculture have been 
made. In Madras, where one-third of the area is under 
paddy, the agricultural worker has employment only for al>out 
ten weeks in the year if there is a single crop, and for about 
sixteen weeks if there is a double! crop. Dry-land cultivation 
for millets, oil-seeds, etc. provides work for only three to four 
weeks in the year. According to an estimate made by 
Mr. H. C^alvert, agriculture provides work in the Punjab 
for onl\ three to four weeks in the year. The importance of 
ccjttaue industries for these workers is therefore deci sive. 
Another reason for the survival of handicr afts has been tliat 
India’s economic isolation has not yet Ijcen cornplcteh^ broken. 
Moreover, some workers have irnyjroved their methods and 
have used new tools and implements lo compete with the 
factories. It must also be remembered that the survival of 
the caste system, though in a weakened form, explains the 
existence of some of' the cottage industries. 

I’he d<!finition of cottage and smalhscale industries has been 
the subject of lengthy discussions. 'Phe Fiscal Commission 
wrote in 1S)50: ' A cottatre industry is one whic h is carried on 
w^hollv or primalilv with the help of the members of J :he 
family, either as a whole or a part-time ocrnpati on . A small- 
s cah; industr\\ on the other hand, is one w'hich is operated 
n^inlv with hired labour, usually ten to fi fty hands.’ 

The most important of the small-scale industries is the cot¬ 
t on hand-loom indus try, which is also a cottage industry. 
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Al ter, 1870 the hand-loom industry be[>an to use mill-mad e 
yaxii, and w eavie rs came to de pend on middlemen iirtr thei r 
niMLJomteu'ial and alsojiiiaiice. It must be noted that th<! 
British Government’s liscal policy in the late ninet(*eiit[i cen¬ 
tury aided the hand-lnom industry. 'The importance of the 
industry towards the close of the century can be seen hfun 
the lact that in UJfKi-1897, while the Indian mills used only 
421 millif)n pounds of \arn, the h and-loom used ].00 !j mi l¬ 
l ion pound s. Alter that the hand-loom be^an tf) yive ground 
to the mill and was beate n durin g t]if> First W orld W ar. 4lie 
scarrit^joLyiari^ and the diiliculLy ol’getting dve s—a Cjcrman 
monopoly— b rought production clowii bv more than half. In 
the inter-war years protec.tio n and the Swadeslii mo\'eme nt 
co mbined to stimulate mill productio n. Mills increased the 
supply of saris and dhotis, long regarded as the preserve of 
the hand-loorn weaver. I’he proportioi L. ol' hand-loom cloth 
in the total cloth has remaint^ at 25 p er cent diiiiug the 
last 40 \ears. 

Recently the installation of the s i 11 gle-unit powT>r-loom in 

c*ottages lias given a ije\y.Jeasii .piJiie. .indusU lv', and 

between 1949 and 1951 the number of looms increased from 
2,500 to (i,400 in Bombay. In other centres too there was an 
iiK'rease in their number, and in 1941 there were 15,000 such 
looms in the country. 

'Hie ch iel^ problem for the hand-loom industry has btren the 
suppl y of yarn . During the Second World \Var there was 
^t cute yarn scarcit y, and production decreased appreciably 
from Its pre-w'ar level of 1,500 million yards. J’lie Ciovern- 
ment appointed a fact-finding committei* to d(^al with the 
problem, and on its recommendation the All-India Hand-loom 
Board w as set up in the spring of 194a . This body consisted 
of ^TTrriembers representing the hand-loorn and mill industry, 
representatives of the Central, Provincial and some State 
Governments, with the 'Textile Commissioner as chairman. 
'The Board was t o report on tl ie proportion of mill \-arn t o 
be reserved for the hand-loorn , on the best methods of marke t¬ 
ing its products and on t h(~ondition oi the weavecjS- It w'as 
t o assist Itand-loom weave rs in obtaining many materials at 
fair prices, t o und ertake res earch , and advise the Central 
( yovernrnent on the allocation 7)f grants for the promotion o f 
t he indust ry. The Board w^as empowered to appoint com¬ 
mittees to deal with specific subjects that came within its 


472 


ECONOMIC HISTORY OF ENGLAND AND INDIA [PT. II 


jurisdiction. To finance the iictivilics of the body a Gov¬ 
ernment grant was considered necessary for the first few 
years, and eventually, it was hoped, the Board’s marketing 
organization would bring in sufficient profits to (x)vcr its ex¬ 
penses. In 1915 a new scheme of yarn distribution was 
brought into force to ensure an adequate supply of yarn for 
ha nd-1 or)m ^^•cave rs. 

In the po ^:-war _ years the hand-loom i ndustry passed 

through a d^ icult plias e. A numl)er of measures taken to 
help the industrv include the permission o f export of hand - 
l oom produc ts, the n yrving of certain limited fields of pro- 
duction for it, and the granting of freight concession s. The 
Government of India decided in 1 950 t o buy its textile reciui re- 
ments a s far as possible* from hand-loom m'odjiicjeix, and State 
governments have lieen asked to do likewise. 

Thanks to the efforts of the Al l-India S})inners’ Associa tion, 
the sister industry ol' h'hadi has Teen e i^couraged. ~~Sccof3ing 
to the fact-finding committee, there are nTTlfioii spinning 
w heels in the country . The total production of khadi comes 
to ToC million yards —2?, per ce nt of tlie existing cloth 
prodiKtion in the country. I’he Go\'ermnenls of various 
states have taken measures to step u p khaM production. In 
Madras, for example, under the Khadi Scheme of r5T(T^ charkfias 
were supplied at half the cost price, cotton and implements 
at cost price, and to popularize khadi^ training was provided 
and a subsidy paid. 

Some other small-scale and cottage industries have been 
the silk industr v, found largely in Kashmir, Mysore and Ben¬ 
gal; the production of hand-made pape r: the making of glass 
and bancdc s. t iles, w oollen cloth etc. Mr. Radhakamal 
Mukerjee has given a long list ol‘cottage industries which in¬ 
cludes coir-spinning, basket-making, mat-making, toy manu¬ 
facture, artistic clay-modelling, leather work and the pro¬ 
duction of bell-metal wares. 

'Fo further the silk industry, in 1935 the Imperial Seri¬ 
culture Ounmill ee w^as set up and the Central Government 
gave an a nnual grant for five yea rs. A high import duty w as 
levied on si lk, and the Central Silk Board w’as set up to 
d^elop the raw^ silk industry. 

Ever since 191 6 when the I ndian Industrial Commission 
st ressed the importance of cottage industries , the provincial 
departments had encouraged their progressj'^and efforts were 
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intensified after the grant of provincial autonomy. In the 
’twenties there w'cre ce ntral institute s dealing with cotton - 
weaying in seven out of the major provinces. But much of the 
work done was co ncerned with demo ns tratio n. Sometimes 
the departments underlook the direct or indirect supply of 
appliances. A fter Independenc e, sta te governments adopted 
s chemes for the mtciisive devel opment of certain cottag e 
i ndust ries. In MadraT¥ sunToTR^. 1,10,000 was allotted in 
1946 lor this purpose. Moreover, under the Madras Cottage 
Industrie Loans and Subsidy Rules of 194B, loan s not exceed¬ 
ing Rs. 500 may be givcai to any particular cottage industry. 
In Assam during 1951-52 the Department of Cottage 
Industries gave grants to the extent of Rs. 9,980 and 
Rs. 99.300 as industrial loans for the development of cottage 
industries. In that year the Bihar Cottage Industries Insti¬ 
tute at (iulzarliagh liad record sales abroad. 

'Lhe (Government of India in its industrial polic y statement 
of 1948 declared; ' Cottage and small-scale industries have a 
very i mportant rol e in the national economy o ffering as they 
do sc ope for individual village or co- op erative en terpris e.. . . 
The Resolution of the Industries Conference has requested 
the C-enlral Covernment to investigate how far and in what 
manner those industries can be co-ordinated and integrated 
with large-scale industries. 'I'he Covernment of India accept 
this recommendation.’ In 1950 the Fiscal Coirunissio n re¬ 
commended the creation of statu tory corp ora tions in the sta tes 
f oFthe"deve1opmem t of c()ttag^ industries. 

The n^n probleln s ol the sinall-scale and cottage industries 
have been con ^petition from imported articles and from large 
Indian lactori ^, the^s hortatre of suitable raw materia ls,^lac^ 
< jr finance and^si utable"lTiachiner y_and equipme nt.’^ inferiQ r 
s tandards of production , and' ^narketin^r difliculti es owing to 
the absence of producers’ organizations. The Planning Com¬ 
mission recently advocated a survey of all cottage industries 
and ail integrated development programme for large and 
small-scale industries. 

A Central Cottage Industries Emporium , opened in 1949 
in New’ Delhi, exhibits products olitained from state govern¬ 
ments and well-known associations. Its retail sales amounted 
in 1950-51 to Rs. 222,746. In the same year an I ndian dele¬ 
gation was sent to Japan to study t he grow^th of cottaire in - 
dustries there and obtai n rnac hincry suitable for our i ndustries. 
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The delegation bought machinery wortli Rs. !57,000. It has 
now been derided to establish a Cl ottace Industries Museum 
i ll New Del hi. The Central Cottage Industries Institution, 
Harduaganj, has prepared several schemes for th(‘ lietter 
developrru'iit of cottage industries, and the Indian Standards 
Institution has also been helping ihern. In 1951-1952 the 
grants-in-aid san(‘tion(‘d to the states and special insti¬ 
tutions for the rurthcrance of cottage industries amounted 
to Rs. 928,000. 


Summary 

Ciottage industries have survived mainly because of' the 
agriculturist’s need to supplement his income and because 
the demand for a number of products has remained purely 
local. 

Ihe cotton hand-loom industry has been the most import¬ 
ant small-scale and cottage industry. It prospered up to 
the rirst AVorld \\'ar. DiHiculties then arose largely owing to 
shortage of’yarn. Recently power-looms have been installed 
in cottages and factories. In recent years the Government 
ha« lieen aiding the industry a good cleal. 

Some other important small-scale and cottage industru^s 
liave been silk, paper-making, and glass-making. Since the 
establishment of provincial autonomy, vigorous efforts have 
been made to foster these industries. 

1948 -The Ciovernment of India’s Industrial Policy State¬ 
ment emphasized their importance. 

1949—A Cottage Industries Emporium was established in 
New Delhi. 



CHAFFER XIV 

INDUSTRIAL FINANCE AND MANAGEMENT 

THE MANAGING A(iENCY SYSTEM 

A METHOD orworkin.i^ public companies in India which ongi- 
natcd in the nineteenth century o ut of local needs and fop - 
ditions, and which since then has attained very g reat impor t- 
is the m anaging agency system. 'Fhis was br ought into 
existence by certa in London compan ies wiiich n etTicd sorn e 

to m anage thcir In dian 
p roduct ion. Certain European firms working in India in tlie 
nineteenth century came forward to take up this w'ork, and 
the system was widely co pied by some Indian companies 
wdiicli began tlte management of textile mills in Bombay and 
elsewhere. The sxstem originated in Calcutta, where Euro¬ 
pean firms first b egan to rende r other firms certain ‘ subsi ¬ 
d iary services ’ such as tlic marketing of produc ts. The old 
firms in India found it more ad vantageous to undertake a 
managing agency than to promote a new enterprise directly; 
the former method di minished risk and made it easier to raise 
capita l. They formed a directorate which raised the recjuired 
capital, and articles of association were drawn up, defining 
the powers and duties of the managing agents. The agents 
were generally paid an annual sum for offic e and otj icr e x¬ 
pense s and a commission on either output, s ale or n et profi ts. 
In s ome ca ses they also received com missions, on the cost T) l^ 
buildings ,T nachine n, s tores and insurance. The commission 
on profits generally ranged from 7y to 12^ per cent ; in the 
boom that accompanied the First vVorld War the managing 
agents were more generously remunerated, d’he directors 
liked this system as it was no easy task tf) find suitable 
managing directors. 

Usually the managing agents con tributed an appreciabl e 
p art of the company's capita l and t wo or three memb ers ~of 
the managing agency firm were di rectors of the company. 
They thus gained e nough influenc e t o reduce the board of 
directors to the position of a body for registering decisions taken 
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in the at^ency firm. The iiatur c of tlie niana<^in£^ agency dif- 
i ered from industry to indus try: in some concerns the manag¬ 
ing agents were only ' s ecretari es in otlu^rs they were direc ¬ 
tors or manauer s. (jenerally lliey becam e the real powe r in 
the concerns they managed, and in some cases managing 
agents were e ven empower ed by the articles ol'association to 
d ispense with the directors t heiHalves. 

M ost mana»irm auencies have been partnership s. In a few 
cases partnerships were converted into private liniiu*^^^^ 
companies in order to obtain the benefit of limited liabilit\'. 
I’he managing agency firms were not restricted to the rnanage- 
r nent o( * a single business. Some (if iTieinTike ITie famous 
Andrew A’ 11 1e S: ).T^jegan to manage dtjzens of concerns 

in a variety of industries. 

A pe rpliarity of the systep i was that it became in some 
cases both heiatabl e and saleab le, though permission from 
the Board of Directors was necessary to ellect a sale. 

The managing agents helped the companies to secure boil i 
the blocly and the w orking capita l. In some cases banks liave 
required their personal guarantee for making advances. Some¬ 
times they received deposits. In Bomba\’ the def>osits wTre 
in most cases for six and tweKe months, and rates paid on 
them ranged from 44 to 6-i percent depending on the standing 
of the individual mills and managing agents. 

The i ncreasing number of def ects in the managing agency 
system in recent years should not blind us to the fact that 
it lirought many benefi ts, especially in the early stages 
of its de\T! 1()|nncrit. and that some of the managing agents 
rendered veoman service to their concerns. I n some cas es 
t hey themselves owrK^d the concer n or llu*. greater part of its 
capital, and therefore showed a great interest in its develop¬ 
ment. 'The system has g iven small conce rns a number of 
l arge-scale economie s. Office maintenanc e is more economical 
under it, as one office can handle a number of concerns, and 
the same applies to legal maclhnery . Besides economy 
i n overhead cos ts, c entralization hasHTrough t the bird nesses 
concerned a dvantage in purchasing simpji es and in mar - 
jveting. Moreover, m some cases, especially in the earlier 
days, the system g ave a business ri sk-taking advantag es which 
would not have freen possible for a small concern. Some 
of the m anaging agen ts were p ioneer s of a fine type and 
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ventured into ' fresh woods and pastures new ’ with very 
happy results for their businesses. As they had gr eat influen ce 
and i ntimate knowledge of a wide variety of busines ses, they 
eould do the pioneering more easily than the directors, whose 
industrial experience was narrow. "Fhe system thus some¬ 
times co mbined with the advantages of large-scale business 
^> r^oan i/at ion two of tlie merits of small-scTile l)usiness, namely 
flexibility and resilience. Furthermore, i n a few case s at least, 
the managing agents have i n times of depression and difiicu lly 
b orne los ses and r( ;scucd their firms bv virtue of their financial 
.standing and liorrowing power. ‘ A perusal of the list of 
.some of the best-known companies whose shares are now 
<lealt \\ ith on the stock exchange in Calcutta and Bombay, 
wrote Capital in 1935, ' will show that there are very few ot 
them that have not been at one time or another pulled 
through a difficult period by the financial assistance rendered 
|jy the managing agents.’^ 

The majority of' the Central Banking Enquiry Committee, 
who raised objections to the system, were of the view that 
in Ah medal )ad it was " admitted on all hands to be an 
unqualified success.’ ‘ T1ie system is reported to have succeeded 
beyond ordinary expectations,’ they wrote, ’ and it is even 
doubted if the industry could have progressed so well as it 
has done in recent years, had it not been for the system 
of givdng out shares from the managing agenc^' commission. - 
But the case of Ahmedabad is exceptional, and was to a large 
extent the n;sult of local conditions. In 1 946 t he Coalfields 
Committ ee observed: ’ Almost every new venture that has 
been placed on the market during the past two years is pre¬ 
sented under the sponsorship of a house of Managing Agents. 
We realize that be cause of the acute deficiencies of manajy e- 
ri aj talent in India j hc Managing Agents must continue tp 
be a dominating form of mechanism for indu strial schejTics. ^ 

It should be remembered that among the managing agency 
firms, the European concerns have been found the most 

1 February 7, 1935, p. 22. 

“ Report, pp. 276-277. 

"Report, p. 141. 
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Rs. 437,000 but the managing agents drew for their interest 
in the management a “ poundage ” of* Rs. 438.000.’^ 

The Central Banking Enquiry Committee pointed out that 
as a result of the speculative activities of the manatrintf age nts, 
the ba nks witiidrew cash credit s even when the mills we re 
i ntrinsically soun d. Witnesses declared to the Committee 
that the managing agency was generally a <> ood fair-weatlier 
system , but in bad times its record was very unsatisfactory. 
I’he reckless expansion of business made h\ agents during a 
boom period often led to later difiiculties. 'riuis in a number 
of cases the managing agents, though they liel])ed develop¬ 
ment. d id not promote it on the right line s. 

One of the most powerful indict ments of the work of the 
rnanaging agents came from the Coal Mining C!oinrnittee of 
1937. Jt observed-: 

‘ '[’lie methods of“ tlic managing agents place a premium 
on high outputs, big sales and large profits and are generally 
calculated to f ocus effort on imm ediate rathe r th a n ii iture 
gain s, it being remembered that iTh‘sc managing agents con¬ 
trol mills and other industrial concerns which benefit by cheap 

fuel. Shareln ild ersjveldcirn at te nd the genera l meetings 

of these coinparues in an\^uimlKTs7^tvv() holder's oriorTTmary 
shares personally present at such meetings constituting a 
quorum to choose a chairman and declare a dividend. So 
I’ar as we are aware n o firm t)f managin g a g ents ha s a tec linic al 
e xpert on its (bhaitta slafT, but it is from Calcutta that the 
policy of' every coal c'ompany is dircc:led with reference 
to commercial considerations. Some witnesses told us in 
confidence that they have on occ:asions l^ieen laced willi the 
a lternativ^e of adopt inu' u nsound ininina method s or losin u' 
t hejr fivelihfu ^ fi and tliougfi they are held legally responsible 
they do not actually have control, mauagernent and direc¬ 
tion of the mine” as is contemplated liy Section I,") of the 
Indian Mines Act.’ 

The djy-ided attention of the managing agents in a number 
of'cases proved a handicap to the industries concerned. Some¬ 
times the c lash of interests of the various businesse s managed 
made matters much worse. The practice of inter-investmei 1 1 
of funds among companies managed by the same agency, 


’ D. H. Bucfianan. The Develofmmii of (.'/ipifalht Enterprise in India, p. 169. 
^ Report, para. 57. 
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which is a featiire of the managing agency system, sometimes 
weakens tlie strontrer firm s. Some firms which sufTered in 
this way W'ere the hydro-electric group of companies which 
lent to the Kiindli X’alley Power Ck)mpany, and the Bengal 
Luxmi Cotton Mills, wdiich assisted die Bengal National Bank. 

The opportunities and temptations offered by war conditions 
brought about a s triking deterioration in the standard s of 
conduct of the managing agents in recent years. Some^)!' the 
managing agents ol* the sugar factorif\s are reported to have 
h idden tiicir prof its by showing more expenditure on the 
purcliase of sugar-cane. A member of the Union Parliament 
pointed out that, how'ever good the cane was in the Uttar 
IVadesh, some managing agents never put the recov'ery in 
their balance-sheet at more than 80 per cent.* It w^as even 
alleged that some of the managing agents w-ere devoting the 
s liarcholders' m oney to party political funds. While the 
Compan\’ Law ArneiTclmeni was under cmisTderation in 1950 
and 19vil, a number of managing agents were renewing the 
ligency agreements on new- terms before the expir\ of the 
period for the old contracts, in order t o defeat the purp ose 
of thi" / 

Replying to the debate on the Comparu' Law^ Amendment 
Bill in Parliament on September 8, 1951, Mr. C. D. Desh- 
mukli, the Finance Minister, gave instances of abuses l.)y 
managing agents when they w^ere appointed for the lirst time 
after certain parties had cornered the shares. In one case a 
sum of Rs. 58 lakhs was advanced to private parties without 
securities and the parties wx‘re perhaps imaginary.~ He re¬ 
marked that the hundred cases he had before him involved 
40 different rules of the managing agency. Furthermore, the 
s peculative activities of the mtiiiaging agents w ere, accoi ding to 
some people who gave evidence before the Fiscal Commission, 
a h indrance to capital formation in the post-W'ar years. 

'Fhe r eform of the Manasiing Agency System has been dis- 
cussed for well over 30 year s. The Indian Companies Ac t 
was a mended in 198 6, and the amendment limited th e terin 
o f office of an agent to 20 years at a tim e, r estricted the trans fer 
of his ofTic e and a ssignment of his remuneration, the gran^ 
o f loans and t he purchase of the debentures of on e company 

* Parliamentary Debates, August 16, 1951. 

* Parliamentary Debates, September 8, 1951. 
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bv another . It laid down the u nirorm basis oF net annua l 
py-ofits for the agre nt^s commissi on. 'Under it managing a^nts 
were liable t o removed lor fraud or breach of tru st. In 
September 1 951_ Parliament passed an i nte rim ‘ first aid ^ 
mttiSrtH^for discouraging and thwarting ’ the bad agents. 

\"ery recently the B haba Committe e made comprehensive 
r ecommendation s for the reform of tlie system. 'Fhese broadly 
fo llow the changes made in English law in 19 48. Besides the 
need to prevent ce r tain gross ab uses which hav(71)ecn going on 
in recent years, reform has bceiUnec essitatcd b y the r nushre^m 
trrT>w Th of jo int-s^odc c omp anies in the past few \ ears. Between 
1988 and 1??8 fheiF num'Ber nearly doubled, and in 1948 
their total paid-up capital was Rs. 570 crores. In these years 
of crowded growth some financiers practised large-scale eva¬ 
sion by pniinoting bogus private limited companies. 

The Bhaba Committee sees in full publicit y the surest safe- 
guard for the inter ests of ■the^.shaicholders. and therefore it 
suggests a ful l information service at every stagt\ It has also 
recommended n ew^ machinery for, adm inisteri ng th e i^t. I'he 
existing machinery (consisting of part-time registrars except 
in Bombay and Bengal) has been found ejuite inadequate for 
a vigorous inquiry into the w'orking of the agencies, and the 
Bhaba Commiitet! has therefore urged the transfer of this 
function to inachiner\’ created bv the Central Governmen t, 
and the appointment of whole-time registr ars in all states. 
Also important is the Committee’s recommendation of a 
maximum of 12| p er ce nt of th e ne t pr ofit s as remuneration 
for managing agents. The other principal changes desired 
by the Committee are the increase of the directors’ res - 
ponsihilitif- s. the su bjecti on of the managing agents to the 
tml rif tlie directors o n majdr fnattefiTlilce bdfrowing, and 
the im provement of the provisions rel ating to aud it. The 
Committee state that their recommendations w^ould, while 
stopping the abuses of the managing agents, allow' the system 
the flexibility it needs. 

OTHER AGENCIES OF INDUSTRIAL FINANCE 

One of the most difficult problems of industrial expansion 
since its very earlv days has been that of capita l. The 
Indian Industrial Commission mentioned as one of the obsta¬ 
cles to industrialization the r eluctance of the Indian im^st or 
t o risk his m onc\' in new ventures. In 1950 the Fiscal Com- 
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to handicap industry considerably. Another complaint made 
before the Central Banking Enquiry Committee was that the 
y^t^^ of interest charged by the banks w ere higher than th e 

The t otal bank advances made to the major industries 
stood on June 30, 1949, at 159 crores, constituting 32 
per cent of the total adv'ances; most of these had been pro¬ 
vided by scheduled banks. The cotton, jute and sugar in¬ 
dustries got 50 per cent ol‘ this total bank finance made 
available to industry.^ 

In 1950 the Fiscal Commission wrote: ‘ Even within these 


limits (the limits within which they had to work) the existin g 
c redit facilities o ffe red by the commercial banks t o busine ss 
indus try ar e hardly a dequate to their growing needs.’ 

Considering the frequent bank failures and that even today 
proper banking habits are not well developed, it must be ad¬ 
mitted that liquidity should weigh more with Indian bankers 
than some critics are prepared to allow. Some of the indus¬ 
trialists who have sought assistance from the l^anks have been 
reluctant to place all their cards on the table. Moreover, 
Indian banks have too lew employees with the necessary 
knowledge for a proper assessment of the soundness of indus¬ 
trial concerns. In view of these considerations, the sharp 
criticisms made by the minority of the Central Banking 
Enquiry Committee seem to be rather sweeping. 

In recent years, the flow of finance into indust ry through 
private channels has decidedly slacken^ Due important 
cause of this tendency is that inc reased purchasing pow er has 
passed t o peop le who ha ve not developed habits ^ savin g 
a nd investme nt. The control of capital iss ues, it is said, has 
afso acted as a damper on investmen t. The control was not 
conducted on definite positive principles, nor were the sanc¬ 
tions imposed followed up and properly enforced. Specula ¬ 


ti on in the stock market and the malpractices of, the manag - 
ing a^nts have also c7)ntribiitcd to this result. In some 
quarters it has been thought that the th reats of nationalizatio n 
and heavy tax ation have been two important stumbling blocks 
in the way oT investment expansion. There seems to be no 
strong ground now for apprehension of loss through nationali- 


^ Annual Report on the IVend and Progress of Banking in India, 1949, 
p. 42. 
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zation. TJie Government’s Industrial Policy Statement leaves 
a large sphere for private enterprise; and the Five Year Plan 
leaves indnstr)’ to be developed wiiolly 1^)’ private enterprise. 
As regards the other allegation, it is true that income-tax in 
India is now only slightly less than in the United Kingdom, 
but the Ck)vernment has granted t ax relie I s and l iberal dep j;e- 
ci ation allo\vanct?s in ord er t o fos ter ini t iati ve. !M()re(>ver, it 
sTiould be remembered that th(‘ level of taxation in India is 
really not only lower than in the advanced countries of the 
A Vest, but also than it is in many under-developed countries. 

FOREIGN CAPITAL IN INDIA 

VVe hilve seen that a number of industries in the country 
have been developed by European capital and enterprise. 
The minority of the External Capital Committee wrote that 
the industries which should benefit from protection should be 
wholly or largely Indian, l)oth in capital and control.^ C^on- 
sidering the backwardness of Indian economy and the great 
need for capital, such a view seems ill-conceived. It is true 
that the introduction of foreign capital means some outflow 
of wealth from the country. But this outflow has probably 
been more than balanced by the dev'clopment of indigenous 
wealth by foreign capital. In many lines, for eign firm s have 
done pioneering wo rk, with indirect effects which aie con- 
siderablt* though they’ cannot be measured. Moreover the 
fact remains that India re giiircs from the W est not only tech ¬ 
n ical knowle dtrc but also experience in b usiness organization . 
Foreign aid is, how^ever, welcome only subject to certain con¬ 
ditions and if no strings are attached to it. One grievance of 
the Indians has lieen that ffifei^rn i ndiistfia)ists failed t o train 
I ndian apTirejitic£s, and this grievance should now be removed. 

According to the Census of Foreign Investments in India 
recently conducted by the Reserve Bank of India, the market 
value of total long-term private foreign investment is R s. 5,190 
million {£, 389 million ). British investment formed 70 per 
cent of this, while United States investment comes to Rs. 300 
million {£ 22 million). The predominant eleme nt in this 
foreign investment is " direct ’ investment i n which control of 
operation is associa ted with ownership of capital; such irwest- 
ment is estimated at Rs. 4310 millio n {■('. 323 millio n). The 


^ Report ot the External Capital Commitlee. p. 18. 
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market value of t otal foreign investment came to Rs . 596 cror cs, 
of which t radintjr accounted forRs. 143 cror es, m anufacturing 
Rs. 104 croFcs , and the ' miscellaneou s' trroup consisting of 
plantations, managing agency companies etc. Rs. 119c rores. 

For the Five Year Plan which contemplates an outlay of 
Rs. 1793 crores in the public sector, the Central and State 
Coverninents arc likely to find only Rs. 1,121 crores. This 
shows the extent of India’s need of foreign aid. 

'The Government of India’s Industrial Policy Statement of 
April 1948 says iliat ‘ n o discrimination will be made b etween 
f oreign and Indian undertaking s in the application of general 
industrial policy.’ It also declares that ‘ r easonable facilities 
c onsistent with the I'oreign exchange positi on would be given 
f or the rerniuance of profits and repatriation of capita l ’ and 
it as sures the payrnenl dF fair and equitable compensation 
i n the eve nt of nationalization. 

The Planning C^unrnission has pointed out the desirability 
of foreign in\'estment in specific splieres of the country’s eco¬ 
nomy. The investment of capita l should be welcomed, it 
points out, t o develop new lines of productio n v^liere indige* 
nous industry is not likely to expand sufficiently, and where 
special skills are required or domestic: production is insufficient 
to meet domestic demand. It also declares that to secure 
eciuity capital,^ joint enterprise b\ ibreigners and Indians 
should be encouraged. 

THE S'J A'l'K AND INDI STKIAI. FINANCE 

In recent >ears the Government has been working to pro¬ 
vide industries with part of the finance they need for develop¬ 
ment. In 1948 Parliament passed the Industrial Finance 
Ck:)rpo!'ation'7VcF. The object of tliis corporation is t o m^c 
n iedium and long-term capital available for industries . The 
share c^apital of the institution is five crores of rupees and the 
shareliolders are the ( ’cntral G(>vcrnrne nt, the s tate govern - 
ments and certain financial institution s. T he share s of the 
body are guaranteed by th<rGovcrninent both as To repay¬ 
ment of the principal and also the pa^'iiient of a dividend of 
not more than 2i per cent. Under the Act, the corporation 
c an issue bond s and debentures for an amount which, together 
with the contingent liabilitieTof the body, should not be over 
four times the paid-up capital. Such bonds are also guaran- 

^ 3 he issued share capital of a companv which carries with it a rij^ht to 
only a specified amount in a distribution of profits. 




486 


ECONOMIC HISTORY OF ENGLAND AND INDIA [PT. II 


teed by the Union Government. I'he corporation is also pcT- 
mitted t o receive public deposits repayabl e a fter a period o f 
not less than 10 yea rs. 

Only private industrial enterprises can be financed by the 
corporatio n; it ca nnot extend aid to private limited companie s 
or partnerships. Special attention is to be paid by the cor¬ 
poration t o indnstriel i of strate^c and irripnrtfinrp- 

The fi nancing oF inHn^trie^ is left to the 

state finance corpo rations which are now being formed. 

I’he corporationTs^ utliorized to advance long-term loa ns to 
ma nufacturing concer ns or concerns for gen erating or supp ly" 
ing electric pow erTthese are to be rep ayable with in 2 5 yea rs. 
It m ay also underwrite the issue of share s ancT^ ebentu res, 
subject to the provision that it is to dispose of any shares or 
debentures which it acquires on account of its underwriting 
liability within a period of seven years. I'he Government 
envisages for the corporation, when it grows to its full stature, 
a potential lending capital of Rs. 130 crores. 

During 1951 there were 33 applications from various in¬ 
dustries for finance, and of these the corporation sanctioned 
only 14. This meant advances of Rs. 19*3 million rupees. 
Up to January 1952 the total accommodation granted was to 
the tune of Rs. 11*5 crores. Applications turned down were 
from concerns with a number of defects. It is worth men¬ 
tioning that no application was refused because the corpora¬ 
tion lacked the money. 

As regards the Government’s work in providing finance for 
industrial development, it should be remembered that a big 
drive for mnhiliying ^aving^ is going on and the Government 
has offered v arious alternative i>chemes at the attractive rate 
of nearly 4* 13 per cent ascompared with the current yield 
on long-term securities of 3 * 15 per cent. Recently, in accord¬ 
ance with the recommendation of the Rural Banking Encjuiry 
Committee, the Government has taken steps to extend ban k¬ 
ing to the rural areas in order t o tap the savings of the agri ¬ 
cultural classes. 

An important problem in industrial finance today is tci 
find the money re quired f or replacing worn-out ca pital. For 
this purpose as well as to assist development schemas, a num¬ 
ber of sp ecialized financial institutions are n eeded. The crea¬ 
tion of such institutions should also be part of a plan for the 
country’s industrial development. 
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Summary 

The Aianagirtif Agency System :— 

This system of working public companies originated in the 
nineieenth century, when firms in England wanted reliable 
agents to manage their interests in India. English firms in 
India now became the agents and Indian firms began to 
imitate them. 

. Usually the managing agents contributed a good part of 
the capital of tfie company they managed. They received a 
commission leased on sales, output, or net profits. The system 
was heritable. 

Especially in the earlier years, the managing agents helped 
the growth of industry, and the system gave to small firms 
some of the economies of large-scale production. 

The system developed a number of defects, 'fhe managing 
agents divided their attention among a number of businesses, 
and this was sometimes unhelpful to particular concerns. 
The managing agents sometimes profiled at the expense 
of the managed firm. The shareholders were powerless and 
the directors were reduced to the position of dummies. 
In recent years the abuses have become greater. 

The Companies Act was amended in 1936 and some 
restriction was placed on the managing agents. Recently the 
Bhal)a Committee has recommended a number of steps to 
end the evils of the system. 

Other Agencies of Industrial Finance :— 

Debentures have not been popular in India. Joint-stock 
banks have not l)een able to give adequate assistance to 
industry. In recent years capital formation has been hind¬ 
ered lai'gely by the transfer of purchasing power to classes 
not in the habit of saving. 

Foreign Capital in India :— 

Foreign capital is now required for the country’s develop¬ 
ment. 'fhe Industrial Policy Statement of the Government 
of India permits foreign investment in India if strings are not 
attached, and assures reasonable remittance facilities to for¬ 
eigners. Foreign investment is desirable in particular channels. 

The Stale and Industrial Finance :— 

1943 —An Industrial Finance Corporation was set up by 
the Union Government. 



CHAPTER XV 

THE GOVERNMENT AND INDUSTRY 

THE PERIOD OF LAlSSEZ'F‘^iRE 

We have said that Government adopted the laissez-faire policy 
in England in the nineteenth century not from theoretical 
considerations but because of practical circumstances. Eco¬ 
nomic conditions in India in the nineteenth century were 
quite unlike those in England, but the Gov ernment adopte d 
a lukewarm a ttitude to industrial developme nt until the First 
World AVar, urging i n support of their polic y a t heor y which 
w as the product of English environment and was really not 
applicable to India. 

The n eed for a vigorous development of the country's in* 
dustry was u rged first by the Famine Commission of 188 0. 
which attributed the people’s grindino : poverty to their ex- 
c hisiv£ dependence on atrricultu re. To introduce a vari ety 
of manufactures, it suggested that the (Government should 
bring m experts from foreign la nds, start commercial and in¬ 
d ustrial museum s, buv whenever possible its requiremen ts 
within India , and promot e technical , artistic and scientific 
education . 

These recommendations produced only a feeble respons e 
from the State. In 1883 came an order that indents on 
European markets should be confined to articles that could 
not be bought in India—a step w^hich w^as not very helpful 
to the production of new^ articles. 'Fhe ( Calcutta Commercial 
Museum was starle d. and p ossibilities of industria l and tech¬ 
n ical education were discuss ed. 

The credit for pioneering in manufacture must go to a 
few en terprising individual office rs rather than to any State 
policy. Tow^ards the end of the7:entury, attempts were made 
in Madras to turn out aluminium hollow-ware. In 1 906 a 
p rovincial department of indu stries was created, and thanks 
to the zeal of Alfred Chatterton it did something towards 
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i ostering hand-loom wcavi mr and c hrome-tanning , and helping 
iiidivicluals to set lift power-driven machine s. Similar work 
was now also carried on by the United Provinces Government. 

As with agriculture. Lord Curzon again tried to break new 
ground. In 1905 he created an Im perial Department of Com ¬ 
merce and IiKhistr y. ()ther measures adopted mdiuled 
c hanged rules aboiU the purchase of Government stores , im- 
provements in the law relating an d inventions , the 

e ncourageme nt of co-operative societ ies wi th industrial func ¬ 
tions, and provision of scholarships for Indian s going abroad 
f or technical train ing. Commenting on Government efforts 
to promote industrial education, the Lieutenant-Governor of 
the United Provinces said at the Industrial Conference of 
1907: ‘ 'Lhe cpiestion of industrial and technical education has 
been before the Government and the public for over twenty 
years, rhere is probably no subject on which more has 
been written or said, while less has l)een accomplished.’ The 
(iovernment Art schools were not of much help. At the 
Fourth Industrial Conference at Madras in 1907, a speaker 
remarked, ' Lhe chief business of an Art school has been to 
turn out draughtsmen to fill some humble places in the Public 

Works Department and elsewhere. Money has been 

freely spent by the Government on the Art schools but not 
to the good (if the indigenous art of India.’^ 

The q iiirkeniiig tempo of the Government’s eff(irts was 
sni pped In 1910 . when in reply to the Madras Government’s 
request for sanction of’ a scheme of State aid to industry, 
Uord Morl ey, the St'cretary of State, insisted on its following 
a laissez-fiire policy. The gist (if his famous despatch was 
that the Go vernment should confine itself to disseminatin g 
i TjfnrT-naiifm about advanced western methods of manufactur e 
ra ther than actually applying those methods . Fhe despatch 
roused bitter protest from the Indian Industrial Congress. 
The Government ol* India, however, failed to take energetic 
action even within the limits defined by Lord Morley.- In 
Madras the Industries depart ment w^ now lirokmi up. Lord 
Morley’s successor, Lord Crewe, expressed the view that the 
Madras Government had interpreted his predecessor’s des¬ 
patch too narrowly. 

^ Report of the Fourth Indian Industrial Conference held at Madras 
on the 2hlh and 27ih December. 1908, p. 160. 

- Pandit Malaviya’s note to the Indian Industrial Commission. 
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THE FIRST WORLD WAR—A TURNING-POINT 

The outbreak of the \\ orld War necessitated vigorous tap¬ 
ping and development of Indian resources. The Munitions 
Board , created in 1917 for this purpose, helped industry in 
many ways. It provided v aluable informati on, promoted 
r esearc h, e xpanded ordnance factorie s, ac celerated cert^n 
manufacture s, assisj££l firms t o obtain machines ^nd wicTen 
t heir mad^e ts, and div erted a large number of purchases fro m 
Europe to India . 

The realities of war taught Britain a lesson, which was 
expressed in the report of the Montford Commissi on at the 
close of the struggle: ‘ On both e conomic a nd military ground s 
imperial interests also demanded that the natural resources 
of India should henceforth be better utilized.’ The Commis¬ 
sion advocated a vigorous industrial policy f or the additional 
reason that it was nccessar\~ t o satisfy th e 4 .sj>irationt^^ the 
Indian people. 

Problems of industrial dev(‘lopment were discussed by the 
I ndustrial Coig miiisiQn which was appointed in I jllfi . It 
ur ged the Government to plav an active part i n the country’s 
industrial development and made s uggestion sabout industri al 
education , resean li , o rganization of technical and scienti fic 
s ervice s and I ndustrial clepartmcnts , in dustrial financ e, foster¬ 
ing of cottage mdiistry . p rovision of transport a nd marketin g 
facilities, etc. As regards Imancial aid, it proposed the start¬ 
ing of i ndustrial bank s, di rect Government help to indust ries, 
such as the guarantee of dividends, contributions to ^are 
capital, the grant of small loans to cottage industries and the 
financing of the purchase of plant for them on the hire- 
purchase system. The Commission wanted be tter transpo rt 
facilities to be provided. The encouragement of i ndustria l 
co-operatives was also recommended. Some of its far-reach- 
ing proposals—such as the starting of specialized research 
institutes—were adopted only after Indian independence. 

The Industrial Commission’s recommendations pointed to 
a high degree of centralization which was opp{)sed to the 
constitutional set-up envisaged in the Montford Report. 
In 1920 the main r esponsibility for the development of 
i ndustries b y official agen cy passed t o the provincial y)vern - 
ments, which were hindered hv ser ious financial ctiincu TiTes. 
from embarking on a programme of vigorous industrialization. 
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value «n crores DECLINE OF IMPORTS OF MANUFACTURES Value in croref 

of rupees of rupees 



PRE-I9I4 1937-1938 PRE-I9I4 I937-I93B PRE-I9I4 1937-1938 


AVERAGE AVERAGE AVERAGE 


PERCENTAGE OF MANUFACTURES IN IMPORTS AND EXPORTS 


torrent age 
of Total 


IMPORTS 


EXPORTS 


Percentage 
of Total 



I920'I92I 1935-1936 1920-1925 1940-1945 

TO 1924-1925 TO 1939-1940 


PROGRESS OF CERTAIN PROTECTED INDUSTRIES SINCE 1922 



Tons 000‘s Yds-millions Cross millions -Tons'OOO’s 

Industrial Production in India 
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The t wo important i mpedimen ts to advance mentioned by 
the Industrial Commission, vi/.. the l ack of a definite and 
accepted policy and the absence of an appropriate Qrp ; ahiza - 
ti on of specialized experts , remained even after 1920. I’here 
was n o viiyprous co-ordin ation of the work done in the 
diflferent provinces, witli the result that the fullest benefit was 
not derived from the \ arious efforts. 

' DISCRIMINA riNG PRO I FCTKIN ' 

The most important step taken in the inter-war period to 
foster industry was the grant of protection to a number of 
manufactures. In 1921 the pr incipl e of fiscal autonom y was 
accepted by the Secretary of State, and it became a conven¬ 
tion. I' his st(; p, taken in spite of pressure from l.ancashire 
interests, started a new era in the industrial evolution of India. 

'i’he polic\ of ' dis(:nmInatihg^r dfecno^^^ vvaiT'axK’XK^tcd 
by the F iscal Commission of 1922. TTie majority of membtu's 
laid down three major conditions which an industry must 
fulfil in order to obtain tarifl'assistance. 'These were: - 

(1) 'The industry should have n atural advant aucs such 
as abundant supplies of raw material, a suflicient Tiipply of 
labour, or a big domestic mark(*i. 

(2; The industry must be one which wi thout protection 
either co uld not be develope d or was not likely TcTTi eTTcve- 
loped as rTpidlv as the interests of the country recjuirecb ‘ 
(3) Tlie industry sliould ul timately be able to o utgro w 
t he need for protectio n. ' 

A good "deal of criticism was directed against these condi¬ 
tions. The ininoritN' note of the Fiscal Commission dej^re- 
cated the restriction of the Co\'ernment’s protectionist policy 
in the manner suggested by the majority, and pointed out 
that in no other country was the legislature trammelled by 
such stipulations. Apart from such general criticism, certain 
economists also objected to particular conditions formulated. 
The third condition w'as said to be unnecessary as it w^as 
really an implication of the first; i.e. only an industry which 
had abundant natural facilities would eventually be able to 
dispense with protection. Furthermore, it would be almost 
impossible to predict the period after which an industry could 
do without pnjtection. Dr. John Matthai, wdio for many years 
served on the Tariff Board, say'^s, ‘ The economies in costs of 
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production and the level of import prices which may even¬ 
tuate during a specihed period depend on so many uncertain 
Ikctors that no Tarifl' Board can he expected to pronounce a 
reasonably valid jiids^ment on the extent to which an industry 
iulfils tins condition.’^ It seems that the Fiscal Commission 
intended tliat that c onditions should h ave a netyativ e rather 
tlian a positive siltrnificanc e i7e« that it desit'ed a close watch- 
ini^ ol the prijtected industries with a vnew to withdrawing 
protection to those whic h wcrc^ lulled to sleep by the security 
of tariffs.- As for the second condition, its only significance 
w'as that it was against protection being given, as has been 
done in many countries, because of lobbying. I'he main con¬ 
dition was therefore the first, and this was sometimes inter¬ 
preted in a narrow way that the Fiscal Commission did not 
approve of'. 'Fhe glass industry was not given protection 
because soda ash could not be obtained in the country, al¬ 
though earlier the match industry had been given protection 
in spite of the fact that suitable wood for making splints 
could not be had in commercial quantities in India. It has 
not been sufficiently appreciated that the Fiscal Commission 
was not unfavourable to a liberal policy of protection. It 
<iid not insist that an industry seeking protection should enjoy 
any particular natural advantage such as raw material, but 
merely said that ‘the natural advantages possessed by an Indian 
industry should be analysed carefully, in order to ensure as 
far as possible that no industry is protected w^hich will become 
a permanent burden on the community.’ Moreover, it laid 
down a number of subsidiary conditions, such as the achieving 
of the economies of large-scale production, to help industries 
to secure protet tion. In the case of l)asic industrie s the 
Fiscal Commission suggested a very li beraTpoIk v. The chief 
condition that should determine the grant of protection to 
them W’as to be the i nterests of the countr y. ' The decision 
whether protection should be given to basic industries should 
rest rather on considerations of national economics than on 
the economics of the particular industry.’^ 

A number of industries were able to fulfil the main condi¬ 
tions for protection. 

^ Tariffs and Industry (Oxford pamphlet). 

2 See Report of the Fiscal Commission, 1921-1922, pp. (>7-68. 

p. 61. 
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'riie following table, given by the Fiscal Commission of 
1930, shows the progress made under protection:— 

Average animal production before and after the grant of 
protection: Index Numbers. 


Iron & Steel—Finished 

Pre- 

protection 

Pre-War. 

i 

Present. 

Steel 

100 

445 i 

502 

Cotton Textile—Yarn 

100 

161 ! 

179 

Cotton Piece-go(Kls 

100 

Ib7 

169 

Paper & Paste-boards 

100 

300 

515 

Matches 

100 

206 

245 

Magnesium Chloride 

100 

250 

224 

Cane Sugar (White) 

100 

589 

659 

The growth of these 

industries 

has aided the 

countr\’’s 


economy in many w ax s. A i>Tic:ulturist s were immensely ben e¬ 
fited I)y the progre ss of the §^ugar and cotton mill industr ies, and 
the growth of the iron and steeh pa^er and other industries 
has led to the a ppearance of a h ost oCsubsidiarv indiLyt ries. 

A striking testimony to the e fficacy of protec tion is the fact 
that some of the s heltered Indian inilustrie s fyed better dur¬ 
ing the wTirld depressio n in the early ’thirties than Hicl those 
of the West. Tota l employmen t in the group of protectecl 
industries inc reased by 46 8 per cent between 1923 and 
f§37r while the percenlage for the u nprotected group was 
only 23 • b p er cent.* 

Progress would ha\’c been more impressive if it had not 
been for the Government’s hesitation in working the polj c\. 
In a number of caTes this w^as responsible for inordinate 3 (3a\'. 
For example on one occasion it took two years to arrive 
at a decision on the report of a 1 ariff Board. In some cases 
the recommendations of the Tariff Board were rejected with¬ 
out good cause. Another serious deficiency in the protec¬ 
tionist policy was the Government’s failure to adopt a num ¬ 
ber of supplementary measures strongly recommended by the 
Tariff Board for helping to place an industry on a strong foot¬ 
ing. The Tariff Board, in its report on the glass industry, 

^ Indian Journal of^ Economics, October, 1947, Article on ‘ Role of Tariffs 
in Economic Expansion * by Dr. Balkrishna. 
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observed: ‘ Protective duties divorced from the constructive 
measures proposed in connection with them represent an im¬ 
mediate gain to public revenue, but they constitute in reality 
an expensive and possibly wasteful form (^f assistance to 
the industry.’ 

In granting protection to an industry the Governmen t 
should insist on industrialists giving a share of benefits to 
the varioiist interpf^ ts iiivolveH . But in tTie period of discrimi¬ 
nating protection, the Government lV> nprl tn eufnrr^^ the obli - 
galionsL of the protected industries to the workers. 

Another cause of complaint Avas the fact that the protection 
granted was in a number of cases on ly modera te. ‘ Adequate 
protection ’ was defined in the terms of reference to the 
Special textile Tariff Board of J935 as ‘ duties which wil l 
equate the pr ices of imported goods to the fair selling prices 
lor simitar goods produced in IndiaT ^ 1 here v\ as some l iard - 
ship in certain cases Ijecause the Tariff Board to ok the cost o f 
production of the most efficient produce r a s the crit erio n for 
determining the quantum of protection necessa ry. 

It is sometimes said that “ i mperial prefcr^i ce ’ detracted 
from tlie effectiveness of protection. But no industry seems 
to have suffered to any extent from the policy. 'Fhe principle 
that preference should not be allow^ed to diminish protection 
w as fai thlully adhered to in the case of the Ottawn Agreement 
of 1932. Protected articles were k ept out of the scope of the 
Indo-BritishT^ frade Agre^cnt of 1939 anJ the ^ cotton 
article ’ was included only after special negotiation. 

^ DISCRIMINATING RROrECTION ’ COMPARED WITH PROTECTION 
IN ENG I, AND IN THE INTER-WAR YEARS 

In Britain as in India the Government resorted to import 
dutie s, quota s, and bount ies to promot e the nation’s indnsttries- 
Another point of similarity was the a djustment of tariff sche ¬ 
dules i n accordance with the requiremen ts ot imperial pre- 
ference and bilateral trade agreements concluded with a 
number of foreign countries. 

But the Import Duties Advisory Committee of Britain was not 
required to impose such conditions as those laid down by the 
Fiscal Commission in India. The Committee had to consider 
the question of levying additional duties over a basic duty of 
10 per cent ad valorem, and it recommended placing duties 
amounting to 20 per cent on most manufactured goods. The 
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p rotectionisi policy o( Britain was thus broader in scope and 
more conducive to the national interest' than tli e poiK-v of 
d iscnininatinty proiectioi i. 

THE * INTERIM TARIFF BOARD ’ AND MORE LIBERA I, PRCrrECTION 

During the Second World War protection was continued 
to industries inider ihi^ ^rotective Duties Continnation A ct. 
In ]94~) an Interim 1 arifF Boar d was set up lor two years 
and the c onditions of the Fiscal Commission were modifie d. 
Industries seeking assistance were nov\' expected to have ' na¬ 
tural or economic' advantages ’ and it was laid dowui that 
protection could be granted to infhi<tviy< dev^elopme nt 

was needed in the n ational interest. The scope of the l ari 11' 
Board’s work was now w idened , and it f unctione d mucFTrhore 
e xpeditiously than the pre-war l ariH'Bedards. 

THE FISCAL COMMISSION OF 1950 AND PRESIiNT POI.ICY 

Holding that protectio n should be ‘ x asualized as an instr u¬ 
ment of general economic development ’ and not as a means 
oFh elp to particular industrie s, the Fiscal Commissitin oi' 1950 
asserted that p rotection should be extended to defen ce and 
other , strateyic industries , and to i ndustries with natura l or 
economic advantage s. Among its s uggestion s were the crea¬ 
tion of a strong " after-care ’ organization to help the rap id 
dc\dopmcnt of the protected indust ry , the enforceme nt on 
the protected industry of its o bligations to laloour, etc., and 
the creation of a permanent statutory 1 arilf C :omTThssif , >n . 

In 1 951 Parliament enacted a measure Jbr the setting up 
of a p ermanent rariH' Ciaininissio n. I’he sc ope and functio ns 
of this body are wide r tlian those ol’ previous I’arifi' Boards. 
Besides considering the claims of existing industries, it can 
also investigate the question of granting protection to industries 
which have not yet started produc tion. I'he Commission is 
to have w ide disetetion both in regard to general principl es 
relating to the hxation ot tarills. and to th e question of th e 
obligations of protected industrie s. It can also o n its c3wn 
ijiitiative start enquiries e xcept on the two subjects of the 
grant ot protection and the prices of' particular commcjdities. 

OlflER FORMS Ol' GOVERNMENT AID I'O INDUSTRY 

Other i mpcjrtant assistance given to industry' has been the 
increase in the purchase of stores in India, the promotion of 
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technical educatio n, the fostering of s cientific and indus¬ 
trial reseai^ ancJ the grant of finance . 

(/]) The stores purchase policy :— 

Shortly after the publication of the report of the Industrial 
C'ornmission, a committee considered llie question of stores 
purchases. Among its recommendations were an ajteratioi i 
in the existing rules and a policy of guaranteeing orders. Tn 
1921 the Government unH^ertook“io invite lenders annually in 
India for all the railway locomotive engines and locomotive 
boilers which tln^y would require for 12 years. As the newly- 
started Indian industries could not quote such low prices as 
the English firms, this policy did not help them much. 

On the recommendation of the Stores Purchase Committee^ 
the Government set up the S tores Purchase Departmen t. In 
the inter-war years it c alled for more a nd m ore rupee tenders , 
c ontinuously investigated the home sources o f supp ly, and ren¬ 
dered considerable service to provincial governments, muni¬ 
cipalities, company-managed railways, and other bodies. A 
notable increase in purchases made in India was observed 
during the Second World War after this department was 
instituted. 

At present such reasons as strategic considerations, prevent¬ 
ing sudden dislocations of the labour market, regulating for¬ 
eign competition during \ears of temporary trade depression 
abroad, and helping an industrx' producing an article re¬ 
quired by the Government to establish itself in the near 
future have led the Government of India to give a li rnitet^ 
degree of pr ice prefer ence to indigenous articles. 'The recent 
fiscal Gommissio n reco mmended some lil)eraJizatiQn of thi s 
polic y in order to help all industries and especially the cottage 
industries run on sound business lines. 

[B) Promotion oj technical education :— 

This was discussed by a number of committees—the In¬ 
dustrial Commission, the Calcutta University Sadler Com¬ 
mission, the Abbott-Wood Committee of 1936, and the Tech¬ 
nical Training Enquiry Committee set up under Mr. J. Sar¬ 
gent during the Second World War. Various technical and 
vocational institute s have been started by pru-^fiie and s tate 
enterprise, but th^ progress achieved Js^ll ^mall considering 
both the needs of the country and the strides made in the 
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West. On the Indian engineering and tec hnological institutes, 
the recent University Education Commission observes: ‘ We 
find that in most cases the e quipment is insuiiicicn t, the staf f 
s mall and u nderpai d, and the co urses oi stuciics too few and 
s tereotx pe d .T . . 7 . "l"he yearly output of engineers is too small 

.It is 1/40 of that of United States, and 1/3 that of 

England. P ost-graduate training and res earc h are virtually 
non-exis tent, and the present system is incapabTe of producing 
engineer scientists, or design and development engineers who 
can plan and execute large schemes.’^ 

A beginning has now been made towards removing the 
deficiencies which the Commission has mentioned. In 1947 
the Government of India appointed the Scientific Man-Pow t*r 
Committee to assess the country's recjuircmcnts of scientific and 
t echnical man-pow er. The A ll-India Xlouncil of^rc(:Hni cal 
Educati on recenllv considered the Central Government’s cleci- 
sion to star t four hig her technical institutions in different parts 
of the country, and have decided on the location of some of 
them. Each institute is estimated to involve a capital cost 
of Rs. 3 crores and recurring expenditure to the tune of 
Rs. 44 lakhs. 

(C) Scienlijic and indnsirial research :— 

I ndustrial researc h has only recen tly appeared in India. 
Since there has not been close contact between major in¬ 
dustries and the independent research institutions, the work 
done so far has not been of much use to the industries. 

A major achievement of the Government since Indepen¬ 
dence has been the creation of a chain of research laborator ies 
at a total capital expenditure of Rs. 3,80,00,000—a step 
which is expected to do much towards ushering in an era 
of great prosperit)' for the nation. T heir work will he co- 
ordinated by the Council of Scientific and Industrial Research , 
which was set up in 1942. In 1948 the Government of India 
created a Department of Scientific Research which works 
direct!)' under the Prime Minister. 

{D) Financial Aid (See Chapter XVII):— 

rHE WORK OF PROVINCIAL DEPARTMEN'J'S OF INDITSTRY 

The main work of the provincial departments of indust ry in 
aiding industry has been in industrial and technical educa-- 


^ Report of the University Education Commission, 1949, p. 255. 
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industrial iiirormation and finance , and i ndustrial exhi ¬ 
bitions and arts and crafts depots . Only a limitt'd success lias 
been achieve3 in this direction, though progress since Inde¬ 
pendence has been ikr greater than before. For example, in 
Madras between 1923-1924 and 1915-1946 a sum Of 
Rs. 12 92 lakhs was sanctioned to aid industry. In the five 
years of freedom a sum of 50*55 lakhs has been sanctioned. 

I he assistan.i;:£_given t o cottage industr y in provinces is 

noteworthy. (See Clhaptcr X\'I.j 

In the ’twenties there was hardly any co-ordination of the 
work done by different provincial departments. In 1933 this 
deficiency was to Sf)me extent remedied by the launching of 
annual Industries Clonferences. 

STA'rr. CON'I’ROL AND PLANNING 

On April 6, 1948, the Government of India adopted a reso¬ 
lution on industrial po licy. It stated that ‘ for some time to 
come the State could cnntribnm more fjiiirklv to the increas e 
of national wealth b\' expanding its present activities wherever 
it is already operating and by concentrating on new units of 
production in other fields, rather than on acquiring and run¬ 
ning existing units. Meanwdiile, private enterprise, properly 
directed and regulated, has a valuable part to play.’ Ac¬ 
cording to this resolution, in coal, iron and steel, and aircraft 
manufactur e, in s hip-buildi ng, m ineral oil s, manufacture o F 
t elephon e, t elegrapli , w ireless appa ratus (excluding radio re¬ 
ceiving sets), the State would be, generally, exclusively res ¬ 
p onsible for starting new undertaking s. The resolution men- 
tioii(*d 18 basic industri es which w^ould b e regulated by the 
Governm ent. It also stressed the impor ta nt of amic able re- 
l a tionsT)e tween capital and labou r, a^‘indicated the npirhi- 
nerv the iState proposed to create t o that en d. In pursuance 
of this policy the (h)verninent of India introduced in 1 949 
the In dustries (Development and Contr ol^ Bill. 

I’he draft outline of the fi ve-year-pIa n provides for an ex¬ 
penditure of 100 crores— fj * 7 p er cent of the total outlay on 
iiidus^. The plan aims at rt iising the outpu t of existing 
luBustrles t o their installed capacities ; it stresses the import ¬ 
a nce of developing consumer good s industries, and points out 
tliat the sulieAng involved by Kussian emphasis on capital 
goods production in the early years of planning should be 
avoided. About industrial development other important 
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ideas in the! ‘ Outline ’ are the i mportance of small saving s in 
India, the ne^c d to develop co ttaec industii es th rough an in - 
tei ^rated p roi^xSi ^G e f i!ev^ ^ of small-scale and l argC " 
scale indu stries, and the necessity to create ‘ D evelopme nt 
( ioiinals ^ ("erne"each for the important industries), consisting 
of Government-appointed representatives of industry, labour 
and technical management. 


Summary 

The period of laissez-faire:— 

In the nineteenth century, State efforts to develop industry 
were feeble. Even as late as 1910, Lord Morley’s despatch 
stressed the lausez-Jdiy^ policy. 

7he First World War—a turning-point :— 

rhe war showed the importance to the Empire of Indian 
industrial development, and the Industrial Commission ap¬ 
pointed in 1916 recommended a more energetic and compre¬ 
hensive industrial policy. 

Discriminating Protection :— 

The Fiscal Commission advocated in 1922 a policy of ‘ dis¬ 
criminating protection During the inter-war years the policy 
of protection contributed to a good deal of industrial develop¬ 
ment, but progress would have been much more rapid if it 
had not been hesitant, and if the Government had taken a 
more liberal view' of protection. 

“ Discriminating Protection ’ and protection in England :— 

i'he English pcjlicy w^as broader in scope and more con¬ 
ducive to the national interest than the Indian. 

The ' Interim Tariff Board — 

riiis was set up in 1945 and granted protection more 
liberally. 

The Fiscal (iomrnission of 1950 and present policy :— 

riie Ck)mmission stressed the need to view protection as a 
means of the country’s economic development and not as an 
aid to particular industries. In 1951 an Act has been 
passed for setting up a Permanent Tariff Commission with 
powers wdder than those of previous Tariff Boards. 
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Other forms of Government aid :— 

There has been a steady increase in the purchase of Govern¬ 
ment stores in India. Technical education has not been 
greatly furthered. Recently great attention has been paid 
to scientific and industrial research, and a chain of laboratories 
has been created. 

The work of fmwinciaf stovernmenis: . 

The aid given l)y provincial governments to industry has 
become many times greater since Independence. 

iState control and planning :— 

The Government of India adopted a resolution on indus¬ 
trial policy which defined the spheres of State and private 
enterprise. 

The five-year-plan provides only 6*7 per cent of llie total 
contemplated outlay for industrial dev'elopment. 

Chief Dates 

1907—Creation of the Imperial Department of Commerce 
and Industry. 

1910—Lord Morley’s despatch to the Madras Crovernment. 

1916—The appointment of the Industrial Cominission. 

1921— Fiscal Autonomy granted to India. 

1922— The Fiscal Commission. 

1945—Appointment of the Interim Tariff'Board. 

1950—Fiscal Commission reports. 



CHAPTER X\T 


FOREIGN TRADE OF INDIA 

Section 1. 

TRENDS IN FOREIGN rRADE 

THE NINETEENTH CENTURY 

\Ve have already stated that whereas i n Englan d a commercial 
r evolution was ca used by the Industrial Revolution, in India 
a revolution in trade caused important changes in production. 
At the o peninj£y of the nineteenth century India e xported 
a rtistic prod ucts such as cotton and silk piece-goods, aiul 
such ‘ s pecialities ’ as pepper, indigo and saltpetre. Her chief 
i mports were bullion , woollen s and ce rtain miscellaneo us 
finished tro ods. ^Vithin a few decades the influx of cheap 
machine-made products from England crippled man y Indian 
handicrafts . In Bengal exported cotton goods to the 

value of 46 lakhs of rupees to Britain, but in 1827-1828 their 
value had fallen to three lakhs of rupees, and even this small 
export ceased after a few years.^ 

Various causes led to a great expansio n in I ndia’s foreig n 
trad e in the se cond half of the n ineteenth cent ury. Most 
important of these were the construction" (TP ^aiTways in the 
country, and the opening in^l 869 of the Suez Cana l, whicli 
brought about the l arge-scale export of whe at tf7 Europe. 
Before 1870 wheat could not be sent in good condition to 
Europe, because of its exposure to heat during the long journey 
through the tropics. The opening of the Suez C'anal also 
stimulated big exports o f te a to Russia , and of s ilk and 
g roundnuts to hranc e, wlnle the reduction in transport costs 
enabled Indian groundnuts to compete with groundnuts from 
Africa in the French market. The export trade in general 
re ceived a stimnlu«; on account o f the gam m tim e, s;afety . 
i nsurance and interest rates, and m iddlemen’s fee s which 

^Journal of Indian History^ August 1939, Article on ‘ The Cotton Industry 
in Bengal, Bihar & Orissa in the early nineteenth century 
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attended the shortening of the trade nnite to the Occident. 
Imports now became cheaper, and the quantity and value of 
imported finished products and machinery greatly increased. 
The construction of railways and the beginning of a mone \' 
pcnnom y made part icular regions specialize in producin g 
certain raw mate rials, and caused a great increase in the 
e xport of foodstuffs , pl antation product s etc. 

Other developments which contributed to the great expan¬ 
sion of India’s foreign trade were the American Oivil Wa r of 
1861-1865, W'hich deprived Lancashire of American raw' cotton 
and compelled her to turn to the Indian market rrhe Crimean 
W ar, which cut off Dundee’s supply of Russian flax and hemp, 
arKTcaused her to i mport jute fro m India; and the abolition 
of import duties, w hich caused a further increase in imports. 

'file growth of I ndia’s foreign trade between 1873 and 
1883 su rpassed the record of trade expansion in any other 
country during those years. But India’s p er capita trade was 
smal l in comparison wfth that of other big nations. Whereas 
Its value in 1883-1884 W'as onh 12s. that of the LJni^ d 
Kingdom w'as 350s., of France 168s., of Germany 145.^ and 
tlie U nited States“TD5s. And belw'een 1880 and 1900 the per 
capita trade of all the above-mentioned countries except India 
showed a definite improvement. 

Surprisingly enough, al though India was afilicted by famine 
a ud plag ue in the last decade of the nineteenth century, both 
her impo rts; nnd exports increased at a much greater rate 
than in the years between 1880 and 1890. This w'as partly 
l^ecause of the growing effectiveness of the anti-famine mea¬ 
sures, as recovery in the year following a famine w'as much 
greater than before*. Moreover, the hi gh prices paid for crop s 
in non-famine areas prevented the purchasing power of the 
country from decreasing on the whole at this time.^ 

In the last 20 years of the nineteenth century, exports to 
B ritain decrease d chiefly because Suez became a centre of 
entrepot trade, but imports from Britain did not shrink . At 
the begirining of the present centu ry B ritain still sent 70 per 
cent ofl hdia^ im por t ^erchanjise and t ook nearh' 3(r per 
cept of the merclian3isc exported from India. C otton yarns 
and piece-goods p redominated in imports from Britain. To- 

’ H. J. Tozer, India and Her Trade, 1901, p. 22. 
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wards the close of the cenliiry Britain lost her virtual mono¬ 
poly in supplying iron and steel to India because of Belgian 
competition. 'Ihe United States also began to send in¬ 
creased supplies. 

China occupied the se cond position in India's foreign trade 
in the ni neteenth ccntur) ~/her principal imports from India 
being c otton yarn and opiu m. But the Chinese trade was 
in the main unprogressive . Exp{>rts from Europe, especially 
from Germany, Belgium, Austria, Hungary and the United 
States, were increasing in the last decade of the nineteenth 
century, but even at tlie beginning of the present century 
these countries were not a real threat to Britain’s hold over 
the Indian market. 

At the cl ose of the last centu ry, cot ton goods and yai n 
formed about 3 9 per cent in value of Indian imports. Metaj s 
came next in importance, and o ther impo rts were s ugar , 
petroleum , machinery , c hemicals , li cpiors, and various small 
articles. India was described in the West as a ' sink of pre ¬ 
cious metals .’ Her p rincipal export s were f ood grain s, dl- 
. seeclsT r aw rnaterials for manulaclurc like cotton, jute, hide s 
ai uT skins, and va rious other products such as tea, c offee , 
opium, an d, silk . Manufactures of jute and cotton formed 
only about 20 per cent of the total exports. 

From 1879 to 1908 there came an important change in th e 
position of manufactures in India’s forei gn trade.^ Imports of 
iinished goods rose from 8 to 22 per cent, while exports of 
finished commodities fell from 65 to 53 per cent, a fact 
which gives some idea of the country’s industrial progress. 

In the first 14 years of this century—a period of prosperity— 
both imports and exports increased notab ly. The excess of 
India’s exports over import s, which .between 1855 and 1875 
was about 16 per cent, increased to 27 per cent in the early 
twentieth century. This f avourable balance of trad e was 
necessary to the country because oJ the large annual pay¬ 
ments which she had to make to England. On the eve of 
the First World AVar the ‘ Home Charge s ’—i.e., the establish¬ 
ment charges on account of the India Office and the Office 
of the Indian High Oimmissioner in London, interest charges 
on sterling loans obtained by the Cxovernment of India, and 
the pensions, salaries and gratuities of British officers serving 
in India,—stood at -/?20 millions . Without a surplus in India’s 
balance of trade account, her payments could not be made to 
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balance, and the Government ol* India would have been seri¬ 
ously embarrassed. The payments to Britain were described 
as a ‘ drain ’ by most Indian economists, but Ranade criti¬ 
cized this view, arguing that the rate of interest for British 
loans was comparatively low, that stores of the type supplied 
by Britain could not have been produced in India, and that 
though the British connection involved a good deal of pay¬ 
ment to British personnel in India, it brought the compen¬ 
sating advantage of income from the opium monopoly.* The 
‘ drain ’ controversy raged for a long time, and it was not 
easy to assess some of the results of the British connection, 
AVhile it is true that many who spoke of the ‘ drain ’ often 
exaggerated the disadvantages of the British rule, there 
was something to be said for their view that India’s admini¬ 
stration was costly because of it. 

TRENDS IN THE PRESENT CENTURY UNTIL 1918 

In the years of this century before the First World War, 
Germany’s share in India’s foreign trade increased, and the 
United Sta tes and fapan first became important factor s in 
Indian trade. The p osition of the United Kingdo m was 
substantially unchanged, and there were now no significant 
changes in the contents of commerce. 

During the F irst World Wa r the British Government’s con¬ 
trol measures, high prices in Britain, and the concentration 
of British resources on war industries caused a decrease in 
Britain’s share in India’s import trade. This, together with 
the e limination of Germany from the Indian mark et, resulted 
in an in crease in the iinportance of Japan and t he United 
States in our market , j apan's share in our import trade 
rose from 2'6 p er cent in 1913-1914 to 19*8 per cent, and that 
of the UnUed State s from 2/t^er cent to 9• 5 p er cent. As 
regards expor ts, tlic sharesBrita in, the British Empir e, the 
United States, and T apan all expanded . The total volume of 
India’s foreign trade shrank because of the c essation of trad e 
with Germany and Austria , the scycity of shipping , and The 
jmpmpfT hv thcT^o^^prnmpnt of India 

THE IN'I’ER-WAR YEARS 

Immediately after the war there was a trade boom 
which, however, lasted only for a very short period. In 

* M. G. Ranade, Essays on Indian Economics^ p. 180. 
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to exclude their products from her Empire. Within the Com¬ 
monwealth, the f>f Tiidian #>vpfirfQ was sent to Britain . 

Exports to countries outside the Commonwealth were more 
widely distributed. A number of continental countries, the 
United States, and Japan were good customers of India, whose 
<^xports to some of these lands decreased during the world 
■depression, though after 1933 they expanded as a result of the 
depreciation of some important currencies and some modifi¬ 
cation of the restrictive commercial policies. 

India’s e xports of both and m anufacture s 

remained l argely static in the inter-war years. Among raw 
materials exported, raw cotton and raw jute and seeds 
fluctuated widely. The export of tea grew steadily, and the 
p rincipal finished produc ts exporte d were cotton, j ute pro ¬ 
ducts . l eathe r and d ressed hides and skins . 

The Commonwealth share of I ndia’s impo rts contracted 
from about 66 per cent in 1923-1925 to 45 per cent in 
1931-1932; it then expanded in 1933-1935 to 50 per cent. 
During the de pression J a pan, Germany , and the United 
S tates increased their share s. The policy of imperial pre¬ 
ference cmlse^^arTlncrease in imports from the Common¬ 
wealth, but the a lteration in t he pa ttern of India’s imports — 
i.e., the increase in the import of raw materials and capital 
goods in relation to that of consumer goods—placed countries 
outside the Commonwealth at a comparative advantage. 
Moreover, these trends of our trade were also the results of 
the growing tendency towards b ilateralism in the thir ties, 
which was necessitated by the restrictionist policies of many 
governments. From 64 per cent on the eve of the Firs t 
World War , the U nited Kingdom^share in our import trade 
fell to 38'8 p er cent in 1936-1937, while^ Japan increased her 
share during the same period from 2'6 p er cent to 17 p er 
cent, and the United States from 2’6 to 6’7 per cent. 

I ndia’s import tr ade be tween the two World War s revealed 
a s mall advance in industrialization ] The proportion of raw 
materials went up from about seven per cent in 1920-1925 
to 19’8 per cent in 1935-1940, while that of consumer goods 
fell from 54 per cent to 33 per cent over the same period. 
Raw cotto n and c hemicals registered a good increase among 
the raw materials imported, and machinery showed a notable 
rise. T apan increased her sale of cotton piece-g oods in the 
Indian market appreciably in the ’thirties. The fall in con- 
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sumcr i^oods impor ts resulted from the policy of discriiiiiil at¬ 
ino protection . A striking- effect of the policy was the bi^ 
d rop in the import of suirar from lav a. 

I’HK SECOND WORM) WAR AND THE POST-WAR YEARS 

During the Second World War, exports of finished pro ¬ 
ducts —particularly cotto n and ju te products i ncreased 
mainly at the expen se of' raw ina terTals 1 ike cotton , jiitc and 
oil scxd s. Tins tencTeliCN' continired even alter the war, and 
was made m ore pronounced by the partition of th e country , 
w hirh depri\ cd Tndia of' raw^ |iite and some ra w cot t o n. 

Since the war India has had grc;at d fflicuTtyTn e xporting 
enough Uj pay Tor her large import ntods. In 1949, wlieFThe 
UnTfed Kingdorn d evalued its curren cx', India foliowc*d suit. 
This gave a good s timulus tc^ our exp orts. The monthly 
av^erage of exports from (October 1949 to Oct()l)er 1950 was 
Rs. 42 crores as against an average of Rs. 33 crores for the 
period from October 1948 to October 1949. 

The b alance of paymen ts has become the ctux of India’s 
short-term economic problem. Tn the years 1939-46 India 
had a bi g tavourable haiaii^ on private and on (Government 
account. A s ubstantial par t of this visible balance of trade 
was used in repatriating India’s external public debt o f a 
face value of /.320 million at a cost of al)Out Rs. 425 crorc's. 
Partly on account of her favourable balance ol trade, India 
then accumulated large .sterling balances. In 1 946-47 the 
h eav'V' impcjrts on Government acc ount—especially on food 
and l ocorno tive.s —turned the favcViirable trade balance oh 
private account into an o ver-all unfavourable balan ce. 

In 1948 the b alance of paymen ts prolilem was made more 
seriou s as much by the c ontraction of India’s export s to the 
h ard currency areas as by the Govern merit’s imports. M’he 
comparative i nelasticity of the country’s e xports was then due 
to the l ow level of' productio n, the increased deman d for 
export g(.)ods in the domestic market, export duties, the shift 
of production from exports to home goods, t ransport bottle¬ 
necks , and liigh cost s. The first half of 1949 was one Of the 
worst periods for exports. 

Shortly after the devaluation of the rupee in September, 
1950, the net adverse balance on merchandise trade, which 
had been Rs. 46 crores in July, 1950, was turned into a fa vour¬ 
able balan ce of Rs. 2 crores. This improvement might have 
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been due p artly to the severe import restriction s adopted by 
the Government ol’ India. 

On the balanc:e of payments prol)lem, the Fiscal Commis¬ 
sion wrote in 1950: "The manner in which eqiiilil:)riurn is 
restored will luive important coriseqiieiic;es on the pace and 
character of industrialization; so it is necessary to plan the 
country's iin]:)orts and exports even in the short period. In¬ 
deed the extent to wliich the long-term objectives of India’s 
foreign trade policy can be reconciled witli measures neces¬ 
sary for the restoration of the short-period diseciuilibrium will 
be an indication ol' the resilience of the country’s economy 


Section 2. 

THE COMMERCIAL POLICY OF THE 
GOVERNMENT OF INDIA 

THE ERA OF INLAND DUTIES 

The policy of the East India Company towards India was 
the same as that of Britain towards her colonies in the seven¬ 
teenth and eighteenth centuries. Both set out to make the 
pdssessinn supple ment British production rather than compete 
with it, and serve as a n excellent market for British produ cts. 
When, however, we consider the actual working of the policy, 
the regulations adopted in the case of the American colonies 
seem moderate compared with those enforced in India. 
Cramped by lines of tariff barriers and harassed by a greedy 
horde of tax-gatherers, the Indian trader experie nced for 
about a century and a half a vexation not unlike that of the 
French merchant in the few decades before the French 
Revolution. 

The t hree presidencie s of Bengal, Bombay and Madras had 
their own independent tariffs. Uniformity in customs duties 
could not be enforced by The G overnor-C^enerais, whllt^ the 
authority of the Court of Directors and the Board of Control 
served little to reduce gl aring differences in the three tarif f 
s tructur es. 

Besides the absence of uniformity in the levy of customs 
duties, the merchants had to suffe r f requent interference wi th 
the tariffs and con siderable preference for British product s^ 
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which constituted a co mplete disret>ard by the authorities o f 
all canons of taxation, llie dirierence between Indian and 
Kn^lisli trade conditions was most striking in the case of 
cotton products; the d uty on British products was only 2ii 
per cent, while lhal on I ndian ^oods w^as 17jr per cent. 
For many \'ears UixLSLwere ‘ a mass of confusion which has 
never been equalled in any customs code in the worl^.^^ 

Even more troublesome than the customs Judes was the 
be wildering: variety of the inland transit dutie s, which were 
s()rnt times c(;dicct(^ by tax-iarmers , the scourge of the land. 
Internal tariffs had existed even in Moghul times, but the 
system which existed under the East India Company was far 
w^orse ~ In the stations wdiere the tolls were collected a ll sorts 
of persons claimed the right to search and humiliated the 
merchants. ^ G angs oC thi ev^e s had members in dis onlse at 
s uch stati ons who were soon able to ciiscover through the 
insolence^of the oflicers and the fears and entreaties of the 
merchants, whether they had anything worth taking or not.’- 
The great blow^ to this system of inland duties was delivered 
by Lord Ellenborougl i. Fresident of the Board of Control, 
whose c riticism led to the ab olition of these duties in Bihar 
and Beng al ea rly in the nineteenth cent ury. Shortly after¬ 
wards Bomba y tollowed^suit. ])ut it w^as only in 1 834 that 
Madras decided to fall in step w ith the other provinces. 

Further reform was only a question of time. In 1845 
Madras and B()mbay lined up wdth Benga l i n the lew of 
customs duties . In the remaining years l)cfQre the Sepoys’ 
Rising ant uimber of duties w^erc discarded and preference t o 
British vessels came to an end . Pref erence to British »:oo ds, 
however, still continued. I’he c ountry continued to be~ di- 
v ided into two by a aistoms line extending from the Indu s 
to the Mahanadi , a distance of 2,300 miles and guarded by 
nearly 12,000 men and petty officers, at an annual cost of 
162,000, which Sir John and Sir Richard Strachey described 
as ‘ a monstrous syste m, to which it would be almost impos¬ 
sible to find a parallel in any tolerably civilized country.’*'* 


^ Report of the Committee on Customs and Post Office Systems, 1834 
(Quoted by P. Bancrjee in Fiscal Policy in India)^ p. 22. 

2 Sir W. H. Sleeman. Rambles and Recollections of an Indian Official, 1893, 
Vol. II, p. 70. 

® Finances and Public Works of India, 1882, pp. 219-220. 
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THE SWING 'I’OWARDS FREE TRADE 

Because of the vast e xpenditur e which the Government 
incurred in the Rising of 1857, the general import duty 
was raiseef froirT^ ') to lO ijcr cent and the duty on some im¬ 
portant classes ol‘ Commodities to 20 per cent. This step 
was only temporar y. Agitation by British interests resulted 
in the low'ering of the duty t o 5 per cent bv 1875 . By that 
year m any commodities were exempted from import duty , 
and tile only exports subicct to customs wer e rice , i ndigo 
and lac . 

'rhe Free 'Frade movement entered a crucial stage when 
the c otton dutie s ca me under licavv f ire from the Secretar y 
of Sta te, who w'as inlluenced by persistent clamour from Lan- 
cashire. The stubborn defence of these d uties in the interests 
of India by the X’iceroy, L ord Northbro ok, is o ne of tlie most 
i nterestinuf episodes in India's fiscal p olicy. Fie was himself 
a fervent free trader, hut he strongly opposed the repeated 
demands of the Secretary of State, pointing out that the cotton 
duty w^as ‘ an excellent w ay of raising revenue and in no degree 
really protective ’, that its removal would necessitate the im¬ 
position of other taxes odious to the Indian people and that 
it would be politically most uriwdse to disregard utterly the 
sentiments of the subject nation.^ When Lord Northbrook 
left India, the Secretary of State became more insistent, with 
the result that during the viccroyalty of Lord Lytto n there 
was a p artial abolition of the cotton duty . The duty was 
finally done aw ^ay wdth in 1 882. in spite of the fact that the 
members of the Council of India in London were equally 
divided over the question. 

As half the revenue from import duties was derived from 
cotton manufactures, c onvenience required that after the re¬ 
moval of the cotton duly t he other duties too should be give n 
i^. All other import duties were therciorc aholkhpH and 
only r ice had to pay export duty after 1880 . By this time the 
g reat inland customs line , which divided the country from 
the Arabian Sea to the Bay of Bengal, w as demolished . 

'Fhe fr ee trade advocates now argued that t heir*system 
really b enefited the count ry by inc reasing its foreign trad e, 
and that it did no t injure the cotton mill industry . In sup¬ 
port of the latter statement it was said that the manufacture of 

^ B. Mallet, The Earl, of Northbrook, p. 110. 
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coiinls ol‘ above 30s barely entered into any serious compe¬ 
tition with similar imports^ and that the number of Indian 
mills increased from 56 in 1879 tt> 90 in 1886-1887 and the 
progress was kept uj) after that date. I’his assertion is open 
to criticism. Tho ugh the cotton mill industry was growi ng 
up during the era ol Free Trade, i ts expansion mi^t have 
been speedier had it been protected . As for the increase in 
ibreign trade, it must be remembered that there wa s a great 
in crease in imports of iinished produ cts -a development not 
conducive to the country’s industriar av’dancc. The value of 
the imports of cotton yarn increased suddenly from /,'2,745,306 
in 1880 to ^3,690,177 in 1881 and that of the imported 
piece-goods from 915,511 in 1880 to /'27,241,987 in 1891. 
As the prices of cotton goods dropped greath' after the re¬ 
moval of the import duties, the rise in the quantity of imports 
was more striking than the increase in value. 

As we have alrx^ady said, the conditions w^hich necessitated 
the adoption of Frett Trade by England did not prevail in 
India, and the classic ecotiomic theory which w^as now in¬ 
voked to defend the Go\’ernment’s fiscal policy did not really 
apply to a backward nation with only a few ‘ infant industries 

THE GROWTH Ol A HKiH RF.VENI E TARIFF 

4Velve years after tlie removal of import duties, India had 
to resort to them again because of the increased obligations 
of the Government brought about by a heavy fiall in exchange. 
llie Flerschell Committee of 1893 considered this step the 
best in the circumstances. W ith some alteratio ns—such as 
the iii clusicHi of silver bullion among dutiable^arti cles, and 
the e xempting of cotton yarn and fabrics from taxati on—the 
tariff of 1875 was restored . As the fi nancial posit ion of the 
Government deteriorate d" during the next few months, the 
Secretary of State r eliTciantlv permitt ed the l ew of a five pe r 
c ent duty on cotton manufacture , and appeased Lancashire 
by making the Government oi' Tndia place a countervailin g 
fa-c per cent excuse duty on all yarns of 20 counts produced j n 
mills in British India (1894). This step was very unwelcome 
to Indian national sentiment, and for 20 years remained the 
leading economic question at issue between Britain and India. 

* Speeches of Wacha at the Bombav Mill-owners’ Association in June 
1895 and April 1917. 
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It was one of the worst moral blunders committed b\' the 
British Government, a mistake which produced as d eep a 
r esentment as h ad the taxes of Townshend in America a 
century earlier. 

VVliile Indian leaders were declaiming; ai^ainst the excise 
duty, Lancashire magnates were urging that cotton yarn and 
twist should be exempted from customs. Accordingly, in 
1 ^96 , the Government removed both the customs and exci se 
duties OIL cotton and twist , and a ltered the duties on wove n 
eoo ds oi‘ all kin ds, imported or manufact ured in India, to 
3* per cen t. 

The onh protective duty levied i n the nineteenth centu ry 
was that o n the Ixnintv-fed sugar from Europe which was 
flowing into India in increasing quantity. The influx was 
stemmed onl y by additional duties in 1902-03 . Early in the 
present centiirv. th ou<>h more than 400 articles were subjec t 
to dut y, the bulk of the revenue was derived from a few* of 
them, such as suga r, meta ls (including silver), petroleum , 
s pirituous liquo rs, and - most important of all- c otton piece - 
goods . Of the articles ex empted from custom s, the most im- 
portant were fo od-grairiiL r nachmer v] mil wav material, 
and coa l. 

Unti l the Fir st World ^Va r the t ariff was not much modi ¬ 
fied , though lew* duties were impxj scd t o compensate the los s 
of revenue from opium . The Government was not prepare d 
t o subscribe to protection, in spite of the reaction against 
laissez-faire in England rmd an ‘ overwhelmingly proteo 
tionist ’ public opinion in India. 

Tf during the First World War the tarif f’ became s omewhat, 
protecti ve, this was only because of the Government’s need 
for more revenu e. The general rate was pushed up to 
7 ^ per cen t, the s ugar duty to 10 per cent, the cotton duty 
to /f per cent (though the cotton excise duty remained 
at 3^ per cent); a few other duties w ere also increased, and 
the list of exemptions was reduced. 

In the immediate post-war years the Indian tariff travelled 
a long way from the pre-war tariff, and the new- levels of th e 
general and cotton dutie s were 15 an d 1 1 p er cent respec¬ 
tively. The duty on s ugar shot up to 2^ per cent, and some 
articles bore a duty of 30 per cent. T he principle of uni ¬ 
formity was n o longer at work. There were also i^ew pvpnrL 
duties, the jute dut y which was levied in 1916. that on tea, 

I 
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and one on raw hides and skins which was devised in 191 7 . 
rhc last was based oiAwo new principles; it was pul lorward 
as a deliberate measure or]>rotecli on. and ir marked tlie he<jiii- 
n inu of the policx ol' imperial [aeierence . A rehaU^ of two - 
t hirds of the duty was allowed on liides^in d skins expoj ted to 
co untries within the; Kmpir e aiicl t lien* tanne err^ 

I'he R rowiiiR impoitaiu e of the Tndinn lari If at this time 
<'an he sex'n from tlie fact that the p ercentaee ol‘ the custom s 
and c otton excise duties t o the total central reven ues rose 
from 1 4‘7 Jor the fi\'e \ ears before tlu^ war to 31 ‘I in 1921-22. 

PRO TKCTION, IMPERIAL PREl LRENOI. AND PILATERAI. 

J’R ADE AC; R !•: K. M K N I S 

A iKwv era ii i„.tJbLC,.GQ-ViiUim£Dt.'s liscal policx' was inaui^uraled 
hy tlie \LLmdiu:dJ:dL>ilJIs.juf Fisc al autonojny was a 

the j^raiit pf responsible ^overin Under tlie 

F iscal Autonomy (^) nvention o f 1921. lh(‘ Secretary of State 
must n ot interfere in tndiari fiscal rnatteis except to safegua rd 
the international ob]it»:aiions of the Fanpire or any fiscal ar¬ 
rangements within die Fmpire to which the* British (Govern¬ 
ment was a jjarty. But between the* wars the Secretary of 
State was c^ xertin^ so decisiv e^ jnflnt^nce on the (Govern¬ 

ment of India in r(*i»ard to tariff poli^ w that a member of ilie 
Tariff Board wrote: ‘ The Fiscal Autonomy- j novidexLby th e 
( lonvention lacks substanc e’.^ How^ever, as tlie Secretary of 
Stale di d not oppose* t h e <^rant of pro te ction tc ) a number of 
i ndustri es, the year 1921 marked a turniim-point in the fisca l 
p olicy of the (Government. 

An important feature of the (Government’s fiscal policy was 
the granting of imperial prelerence . The question was al¬ 
ready discussed earl\- in tliis century by Ford Ctirzon’s (Gov¬ 
ernment. which came to the conclusion that India would 
lose considerably and gain little by such a policy, and that 
she had not much to ofl'er the Empire^'. The mattei* was again 
discussc'd in detail b\’ the Fiscal Commission. 'I'he majority, 
wdiile declaring Ibr discriminating imperial preference, addecl 
that ' no preference should be granted on any commodity 
w ithout the explicit approval of the Indian Legislature ’.** The 

fjolin Matthai, Tarilfs and Industry^ p. 7. 

V’^i'vws of ili(" Cj()\<‘»'nniL*nl of India nn the Question of Preferential 
Tarifis, 1904, }>ara. 139. 

Report, op. rit., p. 142. 
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oritv', while suhseiihiiit^ to the principle of imperial pre- 
i’erence, urj^ecl ‘ the postponement of its application to the 
time when India attains her full status in the Commonwealth 

An important step in the shaping of this policy was India's 
participation in the O ttawa Imperial Economic Conference 
of 1932. As she was then becominu: in creasiniyK' dependen t 
on th(' Cnited Kinudom mark et, and as it seemed that can- 
r enc\ and exchange rat es in the s terling are a would lx* more 
s table diaii in r>ther lands, the Indian delei^ation entered into 
an ela borate scheme of reciprocal preference with the Unite d 
Kin«ydom. 'Hie aL’reement, which was intended to remain 
in I'oice foi' tliree years, was ratified by the Indian Le.^islative 
Assembly in 1932. Next year a snpplementar\ iron and steel 
agreement was concluded. Since the ()tt awa Aij^rtxaiien ts 
did not relate to articles competing with the pro ducts of 
I ndia's protected i n du stries, an Indo~British IVade Ameem^ t 
was coiK'liided in 1 933 to formulate the priiuiples to be ap- 
j)lied to such commodities. 'J3iis aoreeme nt was rejecte d by 
th(‘ Indian Legislative* Assernbix a.nd lapsed in 193(:). 

I he I xmeh ts which India dcrixexl from the Ottawa Agree¬ 
ments were t ar from substantial. Some of the preferred com- 
ni pditi (*s siK h as groundnuts, colVee, and sheep-skins had to 
face vaeorous competition from tlie Empire countr ies, and 
some like j ute produc ts, tea , c ast(n’ see d etc. had been holding ’ 
D o to 90 pe r cent of tl ie British market even before the grant 
o f preferenc es. Some of tin* pieferred products such as 
L noundmits had a l areer market outside tlie Panp ire. but this 
l) euan to shrin k when the Ottawa Agreements roused other 
nations to raise their tariff walls. CVmimenting on the OttawTi 
pac ts, a committee reported in 1937: ‘ \'arious items of our 
trade in which we enjoy prefen*iices have merely an insur¬ 
ance value 

.As lor preferences to British impor ts, w-c have already noted 
that these di d no t appreciably d(*tract from the ethracy o f 
th e prote ction granted to the Indian industries. But they 
i nflicted so me loss of caistoms revenue o n the Government, 
and inc reased the burden on consumers . The net loss to 
t he community was estimated by one WTiter at about 

^ Report by the Commit toe of Unofficial Advisers appointed in con¬ 
nection with the negotiation of a new Trade Agreement between India 
and the United Kingdom, 1937, p, 7. 
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Rs. 33 lakhs. In estimaling the gain to Britain we must 
remember that some of the preferred imports such as motor 
cars, motor cycles and buses were articles in which her com¬ 
parative efficiency was less than that of the United Stales. 
As Britain’s comparative manufacturing costs were high and 
India’s principal exports- viz. raw materials—were sold 
cheaply, the O ttawa Agreements seem to have been more to 
Britain’s than to India’s ad v antage . 

I n 1939 an Indo-British Trade Agreemen t was concluded. 
Under this the old c oncessions to Indian product s were c oli - 
liniie d e xcept in the cases of wffieat and rice, wh ile preferenc es 
shown bv India to the United Kin t>dom were r educed from 
1 06 articles to 20 . 19 of which were old items. The Agree¬ 
ment contained a special cott on article \vhich re duce d the 
du ties on British cotton piece-gdoEs . and made the cont- 
in uance of the concession depend on the United Kingdom’s 
adhering to the im port quota grante d, and buying from India 
^ s pecified quantity of raw cotto n. India was assured of the 
continued free entry into the British market of products whii:h 
at the lime of the agreement were not subject to duty. 

riie concessions shown under this Agreement to Indian 
exports were usefu l in the case of a few’ articles such as ta nned 
hjdcs and lent her ve tretable oils , li nseed , and wo ollen carpet s. 
But between 1938 and 1948 the share of I ndian p re6"^^^^*d 
ex p or ts to the United King dom market fell from 43’7 per cent 
to 20*6 per cent. 

In the case of i mpoits from Brita in, c onces sions were con¬ 
fined to a few highly rnmpetitive artic les. Between 1938 and 
1948, w^hile the share of the United Kingdom in many indi¬ 
vidual items of imports w'cnt up, the a ggregate share of the 
preferred article s in the total import rcmainecl al most conslant T 

In I gfZ Iiidia and the United Kingdom reduixduJiejmUJiaL 
p referen ce granted as a result of their acceptance of the 
C harter of the I. T» O. On the future of these preferences 
the Fiscal Commission wTote in 1930: ‘ The continuance or 
otherw’ise of preferences should be decided exclusively on a 
consideratioji of economic advantages and on the basis of 
mutual interests’.^ 

Betw'een the wars India concluded t wo bilateral agreemen ts 
with Japa n- the Indo-Japanese Commercial Treaties o^ J934 

* Thr Fiscal Commission, 1950, of), cit., p. 323. 
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and 1^27. The import quotas which these agreements fixed 
contained loopholes which were well exploited by Japan. 

CONIROL OF FOREIGN TRAnE 

The exigencies of the Se c:ond World Wa r necessitated Gov¬ 
ernment c ontrol of both exports and impor ts. The export 
of some commodities was completely forbidden, while that of 
others was allowed only u nder licenc e. New semi-otricial 
agencies such as the United Kingdom Commercial Corpora¬ 
tion now came inU> the field and undertook the responsibility 
of sending Indian exports to approved foreign customers. 
Furthermore, the fl ow of foreimi exchange w^ a^regulated, and 
dollars earned bv liidiaii expor ts to the UniteST States were 
di \-erted to llu^ Empire I^tdlanv^ol . As f or imports , licences 
to import controlled herns Were l?[sucd on the basis of their 
p ast imports bv Import Trade lk)ntrollers in th^ lour main 
ports of .the country to importers already established in par¬ 
ticular trades. The c ontrol was tightened in 1942 o wing to 
i ncreasinir shipping diflicul tics. 

Since the war the n eed for heavy food impor ts, e xchange 
difficultie s, the lialance of payments position, and the call 
for a rapid promotion of industrialization have all necessitated 
the co nlinuam e of import e(7n tr ol. Under the Import and 
Export ( k)ntiol A ct of 19-17 the Goxernment has been exer¬ 
cising control with t he assistance of two advisory counc ils. To 
i mT)rove the crontrol system , the Tmport Control Enc]uiry C onT^ 
mittc^e in lOol r ecoin mended d ecentra lizatioTi (jl'the licens ing 
p rocedu re, ext ension cjf the free licensing syste m, i ncreasc ci 
inri I i i iex m 11 ewe-fupe rsj and some other steps. 

EXPORT PROMOriON AND CJENERAI. AGREE.MENT ON TARIFFS 
AND PRADE 

In 1 948 and 1949 India participated i n the tariff reductio n 
t alks a t Geneva and Annecy, and gave effect to the conces¬ 
sions agreed upon. The recent F iscal Commissi on, while 
accepting the principles on which those concessic^ris^'erc nego- 
tiated, la id dowm the principles to be applied in future nego¬ 
tiations. These were that in regard to t ariff concp<;sinng tp 
be receive d, India should co ncentrate on commoditie s which 
h ave lo compete in the world market with similar products 
from other countries; rnmmoditips which may meet with 
competition from possible substitutes from other lands and 
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manNfactiire s. For granting tarilT concessio ns I ndia shon ld 
c oncentrate on capita l goods, other niachiiierv equipme nt, 
and essential raw m ateria ls. Tlie Fiscal C"omniission made 
three liirtlier suggestions: (i) that the sp ecial export nupiir e- 

iiients of the unor ganized cottage and small-scale ind nsTnes 
wiiich depend to a Jarge extent on tlie foreign market should 
he kept in \ iew; (ii) that clos e watch should he kept <mjjie 
cour se of trade* in the general agrei'inenl on trade and larifl* 
items; and (iii) that re presenta tives ol' trade and industry 
should be consult ed b(*Jore fresh negoliatjons Were starteiT. 

riiough the problem of increasing (‘xports is not as sei ious 
for India as it is for England, it is still ini])(>rtaiit. In I ffljl 
the Government set up an Export Prom otion (Committ ee to 
s uggest measures for stepping>np ex ports^ Among its r ecom » 
mendali ons were the adoption of a i udicaons agricnhm -al 
policy, s tandardi/ation of goods , re moval of dan g erous or 
imcTesirahlc eleme nts ifo m the e xport trad e, c oncessions to 
exporters suc'Ti as the reiTTnd of income- ta x on a percentag e 
l )asis on prolits made from ex port^, and improv ement of the 
niacliinery for exf)ort control. ' 


Summary 

Section 1. 

Trends in hiduds foreign trade, in the nineieenlh century :— 

At the beginning of the nineteenth century India exported 
artistic products and ‘ specialities ’ such as indigo, pepper and 
imported bullion, woollens, and a number of miscellaneous 
finished goods. 

In the second half of the century India’s trade expanded 
greatly owing to the opening of the Suez, Canal, the construc¬ 
tion of railways, the .American Civil War and the abolition 
of customs dutie.s. India then became an importer of finished 
commodities and a big exporter of raw materials. After 1870 
exports to Britain decreased because Suez became an entrepot^ 
but imports from Britain did not dwindle. 

Trends in the prewnt century until 1918.*— 

The United States and Japan now became important fac¬ 
tors in India’s foreign trade. 
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The inter-war years :— 

In 1920, owing to famine, the new rupee ratio, and gluts 
in a numl)er ol' lorcign markets, India had an adverse balance 
of trade. Recovery began in 1922. and trade prospered until 
1929 wlien tlie w(jrld depression set in. Until 1933 there was 
decline, and then a partial recovery was se('n. 'J’he propor¬ 
tion ol* India's exports to the C’ommonwealth countries now 
increased. During the depression Japan. United States and 
(jerrnany increased tlndr shares in India's imports. The share 
oi'the Uommonwealth l ose in the years 1933-3“). In imports 
tlie share of'consumer g(»ods fell from 54 to 33 per cent. 

The Second World War and the. post-ivar years :— 

Exports of fmislH'd products now increased at the expense, 
of raw mateiials. I'he balance ol payments position became 
dilficult because of food imports and the iindasticitv of the 
Indian exports to th<‘ hard current s' areas. The devaluation 
of' the rnptM* in 1950 lirouL’lil relief. 

Section 2. 

The era of inland duties :— 

For about half a century under the Company’s rule the 
Indian trader was much troubh^d by internal tarifl's. By 
lb 15 most of the inland duties had been abolished. 

The swin(f towards Tree Trade: .- 

By 1875 many commodities had been exempted from cus¬ 
toms duty, and by 1880 India was almost a complete Free 
'I’rader. 

The orowih of a high revenue tarijf :— 

In 1893 the 1875 tariff was restored with alterations largely 
due to the financial needs of the Government. A cotton ex¬ 
cise duty was levied to satisfy Lancashire, and this caused 
resentment in India. Till the First World War the tariff was 
not greatly modi hex!. During the war it became somewhat 
protective. 

Protection^ imperial preference and bilateral trade agreements :— 

1921—Fiscal autonomy was granted to India and in the 
inter-war years a policy of ‘ discriminating protection ’ 
was adopted. 
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1932—India participated in tlie Ottawa Conference and 
extended preferences to certain British products. She re¬ 
ceived preference on some of her exports to the British market. 

The value of'the Ottawa Agreements was greater for Britain 
than for India. 

The Indo-British Trade Agreement of 1939 brought into 
force a scheme of rec iprocal prelerence. 

India also concluded two bilateral agreements with Japan 
in the ’thirties. 

(.'ontrol offord iff! trade :— 

During the Second World War the Coveriimenl began to 
control both exports and imports, and this control has been 
continued since the war owing to exc'hange difficulties and 
the need to import foodstuff's in large quantities. 

Export promotion and general agreement on trade and tarilfs :— 

1948-1949—India implemented the agreement on tariff 
concessions arrived at in Geneva and Annecy. 

1950—The Fiscal Commission made recommendations 
about tariff' concessions. 

In 1949 an Export Promotion Committee suggested con¬ 
cessions to exporters, the adoption of a judicious agricultural 
policy, and the standardisation of goods. 

Chief Dates 

1880—India becomes a Free IVader. 

189*^1—Levy of the cf)tton excise duty. 

1921— The British Parliament adopted the Fiscal 

Autonomy Convention. 

1922— The Fiscal Commission. 

1932—Ottawa Conference. 

1934 and 1937—Bilateral agreements with Japan. 

1939—Indo-British Trade Agreement. 

1950—The Fiscal C’ommission. 
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THE DEVELOPMENT OF TRANSPORT 
Section 1. 


RAILWAYS 

THE COST OF INDIAN RAILWAYS 

If in 19lli-centnry England railway construction was very 
costly because the Government gave no aid, in 19th-century 
India it was very expensive because tlie Government had a 
great deal to do with it. U p to 1868 r ailways were bu ilt by pri ¬ 
v ate comp anies which, on account of the guarantee of a speci¬ 
f ied rctur^ they had from the Government, showed no zeal 
for econom y. These lines cost 17,000 a niile . In the period 
1868 to 1880, when railways were constructed by the Govern¬ 
ment, the average cost per mile of railway was ,(^12,577, a 
cost which was mu ch in excess of that of English railwa^ ’^ 
construction. It should be remembered that Indian railways 
had to pay nothing for land and had no preliminary expenses 
such as the English companic's incurred to overcome parlia¬ 
mentary opposition to railway c:onstruction from the 
canal companies. I’he high cost during this period was to 
s ome ext ent due to the p redomin ant place piven in sfrategin 
c onsidera tions. But in Europe, -wliere railways were con¬ 
structed to a large extent for military purposes, the cost was 
less than in England. 'The n atural difficulties in the cou n- 
tjcy, the la ck of e fficient p ersoiu iel^ and sk illed lahr^n r 
ne cessity to import a ^od deal oFmachiner y and raw material 
from Eni>Tand, the i ndilfcn^icc. to econom y of the authorities 
concerned and the la ck of good planning all account for the 
great cost. 


I’HE OLD Gt'ARAN I’EE SYSTEM 

The Indian r ailway system is a century old. Proposals for 
the construction ol' railways in India were made for the first 
time in 1814 by Sir R. M. Stephenso n, who suggested con- 

rvii 
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struclion by roinpanies that, would be jL^uaranleed a dehnile 
return I’roiii the Cioveniruciit. 'The East India C'onip auv 
then entered into c ontracts with two e.ornprunes. Lynaranieein c* 
a return of five per cent on experimental lines to be under* 
take IK ])nt this polic\ did not become important until the 
days ol Lord Dalhons ie. In ltI53 he issued a famous minute 
settin.L^ I'orth his reasons for prefenini’ co nstruction bv Cjov - 
c rriment*aided companies to direct construction by tlic 
Goverinnent. Reason s uri^ed in favour of [)ri\ate enterprise 
were the* lais.sr i-j7mr llie<a ~\' that (Com mercial undcrtak inLi> 
should be o utsicR the sfjh^e of State* act Io n, and c onsidcrati(m > 
peculiar to India , such as the need Ibr a change in t he p eT>" 
pie's attitude of lookinu up to the Cjovernmcnl fornH^y* ni 
most matters and the v alue to the counirv of liie influ x 
of Luolish cnem \ and Fau^lish capit al. Lord Dalhonsie con¬ 
tended also that States construction of railways, l.)\ withdraw¬ 
ing^ State engineers li’orn other duties, would be against the 
best interests of tlie country. 

'I’his ])olicy (.)f aiding private companies was adopted, and 
between 1831 and IbbO the (io\'ernment entt'red into (.'. 011 - 
tracts w ith the Last Indian. G ryal Indian Peninsu lar. BornLa \. 
Barocki and ( Central India , Scinde (afterwards the Scinde. 
Prmjid). l)(‘lhi). E astern Beng al, (i reat Southern of ind ia (Jaler 
Scnith India Railway) and Calcutta and Soiuh-Easteru R ail¬ 
way compan ies. Under those contracts com panj es were _U) 
c onstrue t and m anage specified lines , while the C hne r nmen t 
provid(;d land and p aid the guaranteed intere st on the capital, 
the rales varying from 4.1 to 5 per cent according to pre¬ 
valent market rates, 'llie companies were to devote I g^lf of 
any surplus profits to repaving the (irAernm ent what it had 
had to spend in making gexjd the guaranteed interest when 
the companies had deficits; the r emainder could go t o the 
shar(‘hoIdei s . With th e exception of the clioice of the st aff, 
in all matters of im])ortance, the companies were su bject Lo 
t he supervis ion and c ontrol bv the Covernme nt. 'The l ease s 
on which the lines were to be held would e xpire at the end o l 
99 year s, and the companies were then to receive the fair 
value of* their rolling stock and machinery. Even after 23 or 
.'ll) years the Cjovernment could purchase the lines on terms 
calculated to lie the equivalent of the companies’ interest 
therein and on the payment of their capital at par. Instead 
of paying the capital directly, the Government could commute 
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this by llir ,i>’raiil of aiiiiiiitics for the icinaiiiin^ years of the 
period of 99 ycai's. 

Ill contrast to olhen’ countries. r aiKva\ c nnstrnriifm in India, 
was n ot prei.eded bv the development of roads and canals . It 
was the jirsl important step in the development of the coun- 
try's liansport, and unlike in England it pr omoted road con¬ 
st ructio n. It was the ni (>st important factor promoti nir the 
t ransition from a subsistence to a cash econonu ': the ra ilwa y 
st atiem became the / in ycnial trade acti¬ 

vity. Roads w<M'e made linking the stations with the neigh- 
lioining areas, and wheeled traflic appeared to a notalile 
('xtent within a lew years of the anivai of the railway. As 
tlie volume oi' commerce iiu reased, t owns gre w, m ^w indus¬ 
t ries de\ eloped and tlie p attern o i‘ ifadt; underwe nt a oiiic k 
ijhange. I'o the c onstruction of railways was largely due the 
grow til of Boinb a\ a s the capital of the cotton trade in India 
and that ol Calcutta as the inte cemtre oi' the world. In the 
course ol' a lew dec ades p rices in diffeieni pa i ts of the country 
were* ei^jiiiliii'd and the horrors of famine were lessened . Hut 
ilica e was also a d ebit sidel The railways ac celei ated the clec:a\’ 
o f liandica afts and imposc'.d a heavy drain on th e r»f 

11 le (ioveriiincm t. 

It was on A pril lb, I<>53, that the first train steamed out 
of Bombay to J'hana, a place about 30 miles awa\ . The fol¬ 
lowing is a description of the inauguration ol’ the railway 
service:— 

■ There were twenty first, second and third class car- 
liages, including a State carriage, drawn by three engines. 
By half-past three in the afternoon, all tlie invitees had taken 
their seats, over 5()() in mini her, and after a royal salute was 
fired from the ramparts of the Fort, the train moved towards 
Bcjri Blinder. Tnblic interest in this great event was ade- 
cpialely expressed in the thousands of spectators on either side 
of the line, from the "I erminns to tlie flats lieyond Byculla on 
tlie heights of tlie Naroji Hill, and all the adjacent highland 

.'The opening to public traffic actually commenced on 

the morning of April 18, 1853, when the train consisting of 
^ix carriages carried upwards of 300 passengers from Bombay’. 

Sixteen months later the Howrah-Hootyhl y line was opened 
ill Bengal, and two years after a line from Vvasarapadi to 
Walhpah Road in Madras, After these small iDeginnings, the 
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construciion of J onu-distance railway s radiating from Madras, 
Bombay and Calcutta was taken up. 

By the end of 1868, 1 ,832 miles of railways w^ere constructed 
through the at>encv of the miarantecd compani es. The expec¬ 
tation that the railways would begin to pay over five per cent 
within a brief period after their construction was not fulfilled. 
Early in the present century in his * Report on the Administra¬ 
tion and Working ol the Indian Railways Robertson 

wrote about the Old Guarantee System as follows: ‘ Rail- 
w'ays which saw no prospect of earning surplus profits had 

little or no inducenu^nt to economy. Railways which 

did a larger business in one half-year and not in the other, 
w'erc encouraged thereby to confine as much as possible of 
their revenue expenditure to the bad half-year, since the 
lower expenditure in the good half-yeai' int^reased their divi¬ 
dends, w'hile the increased expenditure in the bad half-year 
did not affect the minimum return guaranteed by the Govern¬ 
ment’.’ As a result the deficit to }^y rtu* Government 

widened yntil it w^as Rs. I fibj, lakhs in 1868-18 69. when the 
Government was hard pressed by the gen(*ral rise in prices 
and wages, the rising financial demands for improvements in 
various brandies of the administration, and the ravages of 
the Orissa famine. 

In the early years capital expenditure on railways was 
higher than it need have been because they were constructed 
after the best methods knowm in England. The policy of 
emp hasizing directness of alignment in construction and of 
ign oring the vital consideration of adequately serving tra de 
c entres , even when that could have been done by a sliglit 
diversion of the railw^ay lines, had a very h armful effect on 
r ail w^ay reven ue . 

STATK CONSTRUCTION OF RAILWAYS 

In 1 862 the Government made an effort to extend railways 
•on terms more favourable to the Government than those in 
the original contracts. A subsidy was given to two com- 

* Op, ciL, 1903, para. 17. 
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rocoiiiotivc uf ihc Niiicterenlli Century 

, 'I’his failetl to at Iran t'apilal and tlu' two ronijjanies 

were in the doidrnnis. rhe Irsson of this rxpt*i iinent was 
slalnd as (oIKavs b\ Sir John J^aAvnaicr: ‘ The (io\(‘rninnil 
ol' India lias for several years been striving to india e capitalists 
to undertake the eonstrnelion of railways in India at their 
(A\ti risk, and on their responsibilitx, with a niininiuni of 
(joveriimetit interference. But the attempt has entirelv failed, 
and it has become obvious that no capital can be obtained 
for such underlakini's, otherwise than under a i*uarantee of 
interest fully ecjual to that which (Government wotild have to 
pay if it borrowc^d directly on its own account.’ William 
Thornton was of the view' that the di flicnltv of attractino- 
(apital w as itsc'lf the result of the inaut^uralion of the miarantee 
svsiem. If no <>iiarant('e Iiad orit^inallv’ bc'eri i»i\Tn, EnjL'Iish 
capital mi|L>ht still have flowed into India -a conclusion which 
seems liighly plausible- when we rememiter the growing wealth 
of England and the continued investment of English capital 
in such fiir-ofl*, bac kward regions as South America. 
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1 I.awrciK e,, in a powerful ininnte, a cKocaled Sta te 
ro astl uction ol railways , aiL;uini> that the oiUlayTuidcr the new 
agency wouhl be no greater, and that ihe (>o\ eminent eonld 
call np(tn abilities as great as eonld the pri\ate companies. 
Earlier, the Se cretary of Stat i^ h ad suggested State c onstruc- 
tion <>l ' p olitical lin es.’ In 18(>7 it was laid down that the 
Sec retary ol State could borrow from the l.ondon market lor 
p roductive ])urpf) ses on the sec urity of Indian revenues, and 
since money could now l)esec'iired at lour per cent, this induced 
State construction. ’ Hctw(‘en 1869 and 1 880 , 2,1 75 m iles of 
ra ilways wcae b uilt by tiie (iovenimcnt at a cost of 
4,'2o,695.22(i, while uj) to 1880 priv ate companies had f inilt 
6.128 rnih's costing about /'97,872.000. 

d'lte p olicy of State con stnu tion had to be a bandoi g^d be¬ 
cause of tlte Cio\ernment^s I niancial dinicailt ies caused by war 
and famine shortly after 1875 and die fa ll in ilu^ eold value o f 
slIvcm’. I’he Ea rnine C'ornmissio n of 1880 urged the need to 
lay d()> \ti at least 5.000 miles oi' raiKm\ lines in order 
rc aluee the U*rrors oi fami ne. About this time a ('oniinittee of 
iIh' F1uus(‘ of Commons limited Statt‘ liorrowing for railway 
construction to die amount whicli ('ould be rais(‘d in India 
wilhoul nnchily depressing tlie market -two crores of rupees. 
I'he CJovernmeiU had now to consider the suggestion of the 
Earninc Commission tliat ' though the original form of 
guaranlee had liet'ii condemned it may not be impossible to 
iiiid some substilnte which shall be free I'roin its defects’. 


i’HL NFAV GrARAN’I'KK SYSTIOM 

Alter an unsuccessful attempt to attract unaided private 
entei'prise, the Govenimeiit had recourse to a new guarante e 
system , with terms less burdensome to it than the contracts of 
the old guaranlee system. 'Ehe l ines promoted were the 
I ndian Midlan d (no>v merged in the CEl.P.), the B.N. , the 
Southern Mahratt a and the A ssam-Bciigal Railwa ys, with a 
total length of over 4.000 mil( *s—all called ‘ State lines worke d 
by companies .’ The lines were declared the property of the 
Secretary of State, w4io was given the ri ght of concluding th e 
cont racts after 25 years or at subseq uent lnterv :ds of lO yj*ars. 
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repaying at par the capital provided by the companies. In 
these contracts the rate of intercu t xaried from to 4 per 
cent and the St ate was given a dirce-gnartprs «^har.e.. r^f itie 
s urplus profits . 

RAILWAYS TOWARDS THE CT.OSE OE THE NINETEENTH tlENTURY 

Meanwliile the co ntracts of the old ^guarantee system ra n 
o ut, and the pou-py of termination was exercised between 
1 880 and 1905 in all cases except oni^ by paying the purchase 
price in cash or (iovernment of India stock or in terminable 
annuities. Some of these lines were re tained under direct 
State managemen t while o ther s were handed over to 
c ompan y management under a governmental guarantee of 
interest. 

In the last quarter of the nineteenth century more mone\ ' 
became available to the (jovernmeut for railw^av construction . 
After 1878, part of the Fa mine Insurance (ira nt, when not 
required for direct famine relief, could be spent on railwa\' 
develfjpment; and in 1890 the whole available balance of 
the grant was applied to that object. During this pet'iod the 
G ov^ernrnent was empowered to raise the limit of j>orrowi nLy. 
and co mpanies with criiarnntf»^*»^yv-prp f orlddden tp 

bo rrow' capital in Indi a, having to take advances only from 
the Govenimeiu. 

T he construction of railways in the Indian sta tes was 
financed in some cases by st ate revenue s, in others by money 
le nt to them bv the Ciovernment of India , and in certain cases 
by Go vernment-giuu ”VT<pprI given by a company to 

the state. 

At the dawn of the present century, most of the sub-conti¬ 
nent's present network of railw^ays Avas discernible. India 
had in 190(,i only one mile of railway to every 63 square mile s 
of country—-a position w^hich compared ill with that of the 
U nited Kin gdom which had one mile of line for every five 
square miles , with the United States’ one mile for every 17 
square miles, and with Japan’s one mile for every 29 square 
miles. 

1’he following table gives statistics of railway development 
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in tlic chief countries of Europe, the U.S.A., Japan and India 
early in this century:— 


Country 

Area in 
, square 

Population 

Railway 

mileage 

Inhabitants 
per mile of 

Square 

miles 

r\f^r Tniii*’ 

United King¬ 

miles 

■ : 


open 

line 

I./V X tJ 111V' 

of line 

! 

dom (1902) 

, 121.027 

42,372,556 

22,152 

1,913 

5 

C^ermany 

(lOOli 

208,8:10 

56.367.180 

32.878 

1.714 

6 

France (1902) 

; 207.050 

30,961,950 

24.249 

L607 

8 

Auslria-Hun- 
garv (1901-02) 

241.3110 

45.40.5,270 

22,917 

1,981 

10 

I rale n90:Vi 

i 110,,550 

32,961.000 

9.960 

3,309 

11 

United Stairs 
(1902) 

3,5()7.500 

76.303,400 

203,132 

37(i 

17 

Japan (1901-02 ) 

161,113 

Ri.634,000 

4.116 

11,330 

:i9 

‘India (1905) 

1,765,187 

294,884,567 

: 28.051 

10,511 

63 

Russian Empire 
(1902) 

8,660.395 

129,004,520 

I 37,287 

3,460 

232 


RAILWAY CIONSTRUCTION AND MANAGEMEN'f IN THE 
PRESENT CENTURY 

Between 1900 and 1914 , about 10,000 miles of branch a nd 
f eeder lines "were hu ilt. The branch line companies were 
subsidized from lli^main line's jL>ross earnings from traffic 
i nterchantred w^ith the companies" Im es; In 1920 the brancl t 
l ine policy of the Government of India was criticised by the 
Acworlh Committee. They wrote, ‘ The branch line com¬ 
pany is usually a fiftli wheel to the coach. In cases 

where the branch is worked by the main line, if' its directors 

feel that the management is unsatisfactory, they.in the 

last resort can appeal to the Railway Board and this does not 
make for harmony. It is further evident that capital raised 
by a small private undertaking even with a Government 
guarantee will cost more than money raised directly by the 
•State Moreover, the existence of many such authorities 
would have introduced much confusion in the railway system 
of the country, especially where the District Boards were pro¬ 
moting new lines. The amount of assistance given by the 
Branch Line Companies was in fact ‘ trivial ’. The Govern- 

* East India Railway Enquiry Committee, Chapter 1\’, para. 178. 
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.Indian Railways in tin- Xinctccnth (\ii1nry 

ineiit of India, in a Resolution dated 19di February 1923, 
pointed out iliat the total amount that liad been raised 
tlirouL;h the agency of the brancli Hue companies was only 
Rs. lOf erores- -‘an amount which in itself is less than the 
lapse that oceuned last year in the provision for capital ex¬ 
penditure in the railway budget.’ J n 1923 . for all these rea¬ 
sons, tlie (Gov ernment of India decided to give ui:) the ir 
b ranch line nolicv and laid it down that the normal proce¬ 
dure should thereafter ])e the rf^iTstrijet ion of a branch lip e 
bv the Government of India or by a com pan at the cost of 
a local go\ ernment or a district board which de^sired to hav e 
the line. 





CH. XVIII RAILWAYS r):M 

We shall now review llie most important cleveV)pmenis in 
finam inL* and a(lminislerin.i>: the railways in this (entnry. In 
Ro])ertson j)ljserved as regards niana,i;ement; 

' 'ri(1 TsaTlvai 1 1ai>es of direct state management onlwei.uii 
any advanta.s»es which it may possess. But.the majo¬ 

rity ol these disadvantat»es are not due to State mana.t>ement 
jK'T ^r. hnt to the system of working some railways throns^li 
companies and some directly l>y the State; and il'the duality 
of system wet (* eliminated most of the objections to direct state 

manaL’ement would disappear. Tlie two systems 

should not both be in operation in India.’’ 

He thou!L»hl that (iovernment sl iould lease all railway s to 
co mpanies to wo rk, for the State could then watch thc_ in ¬ 
t erests r>l’ tlie country better and hold the scales ev'enly 
between the <'onteslint> parties. Such a cham>e would also 
se( Mire to (he public tlic benefits of competit ion. The (io\’ern- 
ment did not carry out this recommendation; it only set up, 
in 190.~) . a Railwa\ Board as was desired b\' Robertson. "T'lie 
Railway Board was soon criticized- and to make it more 
cllicieiiL its President was .t>i\ en direct ac cess to the X'ic eroy 
in 1908 as if lie w ere a Secretary to the (lovc^njmeiit ol Indta , 
and t fie body became in dependent ol* the lOepartineniTof 
C 'ornmerce and Industr y. 

Not until the Actvort h Committc.'e w^as appointc'd in 1 920 
was the question of State management versus company ina- 
naitemcmt discussed more fully. Durinit the First World 
\Var the Indian railways were oventaxed. Owini* to s hortat» e 
of shipp ino- the volume of c oastal trade decreased and c;(2nl 
which had been moved by the sea now w ent b\’ land . The 
rai lways w>cre remilated with re ference tc^ war aim s. Hitih 
n et profi ts w'ere obt ained only at the cost of capital deprccia - 
tiori and im mense inc onvenience to passengers , and const^- 
cjneiitly at the close of the struge;le the railway's were severely* 
criticized. Their In dian critics wanted c:omplete nationali¬ 
z ation of the railw a^^s, and their objecticui to the extension 
o^ the East Indian Railway’^ Company ’s contract led to the 
appointment of the Acworth Committe e. 

’ Report off. fit., para. 77. 

“Speech by CJokliale in 1910-11 in (lie Imperial Lci^islative Council 
during ihc second stage ol' the discussion of the financial siaicmcnt. 
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The Committee held that the e xisting state of affai rs was 
i msatisractor v and desired that t he system of manaj^^emc nt 
i hrouiyh companies domiciled in Britai n slio uld cease a s soon 
as the various con tracts lapsed. They were, however, almost 
equall>’ divided on the question oi' the future management 
and on the ways of raising capital. Hie mc\jorit y w'ere for 
d irect State management of State-owned railw^a ys. 'Fhey 
pointed out that the sNsteni of d jvided viiIIity did not 

make for efiiciency. As regards the \'iew of the Minorit y 
that the management sliould be tra nsferred from English to 
■I ndian companie s, they argued that that would not improve 
matters, as companies substantially independent of Govern¬ 
ment could not be started in India, and without that 
independence the adv-antages of private enterprise could not 
be realised. The Majority also e xpect ed that St ate manage ¬ 
ment would mea n che aper rate s, i mpartial treatme nt o f both 
I ndian and foreigner and better facilitie s. On the question 
of raising capital the Minority was sceptical about the Gov¬ 
ernment’s ability to provide year by year the large sums 
needed. In the opinion of the Majority, the money required 
should hencelbrth Ixr raised, as far as possible, in India, and 
the public would more readily subscribe to the loans if the 
management was done by the Government, Moreover, if 
external loans were necessary, the credit ol‘ the Government 
of India would be greatly helpful. 

Indian sentiment was s trongly in favour of State manag e¬ 
men t. I ndian mercha nts complained that the companies 
discriminated against t hem. State management was thought 
to be necessary i\ )r opening the top positions in the railway 
administration to Indians . It was also hope d that State 
management would r educe the burden on the taxpaye r. 

The Acwfirth Committee suggested a reorganization of the 
Railwa> Board . They wrote: ‘ It seems to us that m consc- 
c[uence of the regulations under which the Railway Board act, 
they spend a large part of their time, on the one hand, in 
doing the work of their subordinates, which these subordinates 
ought to do for themselves; and on the other hand, in obtain¬ 
ing from their superiors the power to do the things which 
they are fully competent and <)ught to be permitted to do 
for themselves.’^ In 1 922 the Government reorganized the 


^ Report, para. 109. 
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B oard in accordance with tlie 'recommendations of the 
Ac worth C Committee. A C hief (Commissione r was appointed 
with s ole responsibility for deciding on technical matter s and 
a dvisintr the Ch^vernmenl on gnestions of railway' policy , and 
the following; year the post of Financial Commissioner wa s 
creaJr d. Shortly afterwards, a respon sible director was placed 
at the h ead of each main brancTTof the Bc^ard^s w^o rk, so as 
to ena])le members ol' the Board to attend more to larger 
cjiiestions of railway policy, and to have more contact with 
local governments, railway administrations and public bodies. 

NATTONALI/.AnoN OF I’HE RAILWAYS AND RI‘>GROUFIN(i 

In 1923_ the Indian J^egislative Assembly passed a resolu¬ 
tion in favour (^1' State inanajgeme nt. Between 1 92.3 and 1950 
a ll the railway line s Were trraduallv b rought under State 
management .^ This made it possible to consider regrouping 
the railway systems, which had developed in a haphazard 
manner. Moreover, the partition of the country in August, 
1947, m(!ant the br eaking up of the North-W^estern and the 
B engal-Assam !ailwa\s . and the sections w4]ich fell to India’s 
lot could not l)e economic units. 'I’he cpicstion of regrouping 
])ecame all the more important after the integration of the 
T tidian Stales^ railways in 1950 . Early in 1950 a committee 
of the Railway Board was appointed to consider the (juestion 
and the Committee recommended that the diflbrent railway 
systems should I)e welded into s ix major zonal administrati ve 
units . 

Of the total pre-par(iiion mileage of 40.524, 0,958 w xmt to 
Pakistan . In June, 1950, the (iovernment of India an- 
nTnTnc^d that 33,000 m iles of railway in India would l)e re¬ 
grouped into six zones. The chieT principle underlying this 
regrouping was that e very railway administration should a s 
tar as possible s erve a compact regio n. It w^as also stated that 
each a dministratlT)!! shoula be suilicientlv larg e to provide a 
h eadcjuarters organization, with the latest techniqu e and 
t rainin g, re search and statistical facilitie s. It w^as emphasized 
that i^groupmg sliouJcl De so phased that i t would n c )t result 
in an\^ te mporary diminution in the auantiU and ^ciciir v 
of railway service . 'Phe hope was also expressed that the 

* I'he E. 1. Rly. was taken over by Government in 1925. the Southern 
Punjab RIv. in 1930, the B.B. & C.I. and the Assain-Bengal in 1942, 
O.T. Rly. in 194,3, S. I.. M. S. M., and G. 1. P. in 1944. 




534 


K(X)NOMIC HISTORY OF ENGI.ANI) AND INDIA 


I II 


I racliiiu publi c would he ^reatly benehted h\' dcaliiiL* w ith ti 
s ITidc adininistratioii d Res^roupiiig was also expected t o help 
lo nu-tettn pkiiuiin» and developmen t. In 1951 thn'C zonal 
railways -the Southern, Central and Western railways were 
inaui’iirated and next year tlie Xortliein, Noi'lh-easlern and 
Eastern railways \v(‘re I'onned, 

Jn J952 the total route inileaue oC ilic Indian railvwns was 
3 El2:r2 1 , of which all hut 776*10 miles were u ndei- (h)V(Tn - 
i nent inanaL^enient . I he lollowing lahl(‘ !L;i\’es the route niile- 
acie of ea('h ol' the six zones:— 


/one 

Route niilea?. 

*e ; Heath]iiariers 

Xoithcrn 

0007'33 

Delhi 

Xorlli-easiern 

•1770‘ 87 

(jorakhpnr 

Easiern 

5007•24 

Calcnlta 

Sonlhern 

(iOJO'97 

Madras 

Western 

.5101 03 

Bombay 

Central 

.5327*70 

Bombay 

At the end of 1919-50, 

, the capital 

-at-charm: stood at 

Rs. 812’99 crores. Xearlv 

a million pt'isons were emplo\ed 

on tlie railways and their 

waires and 

alhnyanct's carnt' to 

Rs. 107 crores. 


RAILWAY FINANCE 


The year 1899-1900 marked a turning-point in Indian rail¬ 
way finance, as in that year I'or the first time tlie railways 
yielded a net proli l (Rs. 11 lakhs). 4’ill the onil)reak of die 
First World War, with the sinde exception oi'the year 1908- 
1909, the raihvays realized a handsome ne t profit ever\’ ye ar. 

W'hcn durini> the First World War the railways deterio¬ 
rated, the problem of finance was much discussed. The sug¬ 
gestion tliat railway finance should l)e separated from general 
finance seems to have' been made for the first time, as early as 
1881, by Sir Frank Forbes Adam before the Bombay Cham¬ 
ber of Commerce," But even in 1908 the Mackay Committee 
held it to Ix' impracticable/’* li y 1920 the Acworth Commit tee 

^ Spt‘<*rh <»(' the Minister lor Railway and Transport pres<*nting the 
Hudget tor 1951-.’52. 

“R. J. r. Sullivan, Historv of the Bombay CJmmber of Commerce ( HlI-kj-lQlK)), 
p. 252. 

Report of the Mackay Coinniittce, para. 29. 
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iriadf llic iiiipoiiant recomniendalion lliat tli c railvva\ bud - 
should he st-purated iroin the reiUrai l)udii.e t. It also 
pro})osed tlie iiislitution of eeiitral and l ocal advisory councils 
t o represent the interests of the traders and t he i^eneral pub - 
Ijc. and a r ates tribunal to control eiiai\i;es and fecilit ies. 

'I'lie aruinnents now advanced in favour of the s eparatio n 
(»r the railwa) Inid.i’ei Ironi the cential l)udget were substan¬ 
tially llier same as those that liad been urged in 1900 by Lord 
( airzon, viz. that such a step would be i avourable to railwa y 
dt velopimait and that it would also l)e a d\ antaueous irc) m 
the standpoint ol the general finance s. 'The capital budget of 
railways might lua essitate the unbalancing ol‘the annual fjud- 
get I'or a particular year, but this would be impossil.>le so long 
as the rail\Aays liad no separate budget. Without .scpat'aie 
])udgcting for the railways, the non-realisation ofiailway pro¬ 
fits would upset (hiC calculations about the general finances. 

Shortly aru‘r the Acworth (^nnmittee reported, a Coni- 
rnitU^e consisting ol’ members of b oth Hf>uses of tli(^ India n 
l egislatur e cam<‘ to the c onclusion tliat in the existing cir- 
cnmslaiH'es it would n ot be possible to separate the railwa y 
b udget irorn the gxMtei^al budge t. In 1924 the Legislatixe 
A ssembly adopted the convention that ra ilway' finances shou ld 
be seyiarate from the general finances o f the country, and tKat 
the treneral reveinuys should r eceive a definite annual ( ont ri- 
b ution from tire railwa vs yyliii h should be the first charge (hi 
llieir net receipts. The eonventlon y\a.s intended to remain 
in force for at least thiee years, and a St anding Finance C'om - 
n iittee lor railways yyas nenv constituted. 

In 1 922 the Inclicape Retrenchment Committe e made a 
nnml^er of r ecommendation s for the reduction of working ex- 
])enses. 'J’liese were adopted in the Budget for the year 1923- 
1924. As a result the financial positi on of the railways im- 
p roved a nd in 1924 they were witnessing signs of prosperity. 

The period since 1924 can be broadly dhided into six from 
the standpoint of railway finance. Between 1 924 and 1929, | 

railways w^rc prosperous and contributed about Ks. crores 
to the general reyenues, and built up a reserve fund of 
18*43 crores. 

With the onset of the depression in 1929> their net earning s 
cea sed to be sufficient even to meet the interest charg es. In 
1932 the i^ope Clornmitiee maae many recommendations 
about economy in expenditure and methods of increasing 
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<^arnini;s. But by 1936, the railways had practically drained 
their reserves, and unpaid contributions to the general re¬ 
venues stood at Rs. 25 crores. The Indian railways, how¬ 
ever, had during these years a better record than those of 
England or the United States as is sliovvn by the following 
figure^sU 


Percentage of net earnings to ( apital-at-charge 


Year 

India 

1 Creat Britain 

United States 

1929-30 

4*5 

4*2 

4*8 

1932-33 

2-7 

2*4 

1*3 

1935-36 

3*4 

3*1 

2*6 

India comes 

off better than most countries when the aver- 


age unit charges are taken. The following table gives, on a 
comparable gold basis, in centimes,- the average charge for 
passengers and for goods traffic:— 


Country 


(For 1935) 


j 

: Passenger kilometre Ton kilometre 


Italy 

(xermany 

Britain 

I'rance 

Africa 

C'anada 

United States 

Argentina 

India 

Japan 


4-14 

2*96 

2-39 

2-41 


3-96 
3-69 
2 02 
1-25 
100 


4 * 56 
4-32 
4-83 
4-49 
3*26 
1*84 
1*84 
2*57 
2*50 
1*39 


’ Report of the Indian Railway Enquiry Coramiltee (1937), para. 13. 
^ Centime—French coin franc). 
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A period of* mild recovery started in 1 936 and lasted until 
1 94(L But the earnings of tlie railways were still not sufficient ^ 
to cover the full contriliulion to the general revenues, and at 
the end of the year 1939-1940 unpaid arrears stood at 
Rs. 35 • 71 crores. 

The fourth period, wliich began in 1940. was one of un- 
precedented prosper ity, and lasted ior six ycai^ . Because of 
the Second World War the gross traffic receipts swelled from 
year to year until in 1946 they reached the record peak of 
Rs. 225'74 crores. "i’he e ntire arrears of rnntrihntin n to the 
general revenues were cl eared off , and the rai lway reser ve 
fund was increased to Rs. 38* 13 crore s—a veritable financial 
revolution. Between 1943 and 1946 the excess of what the 
general revenues received over what was payable under the 
Convention of 1924 was R s. 85 crore s. 

AVilh the end of the war the r eceipts fell in 1946-1947 by 
about 10 per cen t. The s urplus after paying interest was only 
Rs. B ‘ 52 crore s. out of which the general revenues received 
Rs. 5*40 crores. An u pward trend in earnings began in 1949. 
gross earnings attaining their highest level in the year 1949-1950. 

A White Pape r, reviewing the working of Indian Railw'ays, 
w^as issued in February, 1952. It reported: ‘ T he Indian Rai l¬ 
w ays are about the only railway system in the w^irld wffios c 
financial position is sounf r 

The kail way Finance Convention, adopted in 1924, was 
intended to be in force for only three years, but it w^as not till 
1943 that the part relating to the al location of surpluses to 
t he general revenues w^as given u p. The rules of allocation 
adoptecl under tins convention di d not permit the use o f 
current revenues for financing unremunerative projects *IIlce 
passenger amenitiS ^ A new C'onventio n, brought into force 
i n 1950. has made possible greater allotments for the rehab i¬ 
l itation programme . 11 provides against ovcr-capitalization 
at the expense of passengers and ihe railway staffi DnHer 
it, fo r the five year s commencing from April 1, 1950, 

an a nnual dividend o7 four per cent on the capital invested on 
non-strategic lines is to be paid into the general revenues. 
Provision is made for an annual contribution of not less than 
Rs. 15 crores t o the Depreciation Fund . It alscTJays down 
that a Railw^ay Development Fund should be constitute d t^ 
finance expenditure on passen ger amenities, labour welfare 
and railway project^which are necessary but unremunerative. 
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I’he Fx isiiii.i> BeUcnricut Fimd should be merged with the i irw 
t iiiuK wiih the resen alion that for the next iiv-e years a sum 
oi* Rs . '/) cnn c .s should be made available every \ ea r from this 
fund f or passenger a men i lie s. 

Indian RailwaNs liave ik)\v l liree reserv es the railway 
r e\(auiv reserve liiiK h ilt(- \lepreciati()ii iimd (instituted at the 
time ol liic' separation tif the railway finances from the general 
li!ianee> \ and (he 4le\elopment hind . 

W hen in Apr il 1 the part of llie railway finance ('on- 
\entiou ('!' l relalin'^ to the allocation of surpluses to the 
i»eneial iw(‘lines was i^iven up, it was decided that until the 
framing ol a lu'w (oinenlioii the a llocation was to be decid ed 
fr om \(‘ar to \’(‘ar accordinii to the n(‘(‘ds oi~ the railway s and 
ol’ t he general re\ein ies. On Isl March hltb, tlie niiiway 
reser\’e hind stood at Rs. 29*lV”) crores. tint of which, in 194()- 
19-17, Ks. 12 c]()]'(‘s were transl'erred to th(‘ betterment liind, 
the object of which was to provide amenities to lower-class 
passenuers. Duriiit* the iiiultJet debate in 1948 the tisini; of 
this fund to linaiue expenditure other than that relating 
to passenger amenities was critieistxl, and it was th(T(‘lbi*e 
d(‘cided in 1949 to charge di rectly to revenue i‘xpeiidit ure 
o n amcniities to stafT and on nnremiinerative im provements 
c osting not more than Rs. 4 lakhs . Under the convention of 
1950 this beitermenl fund was imT^t^d wdth the dev(4opment 
fund which was creattrd in that year. 

Oritiinallv ao Dronriations to the deureciatioii reserve fund 
w ere calculated h \ relatini> the estimated lives of w^astinty asse ts 
t o their original c ost. Sin ce 1936 the basis was chanti^cd to 
xh) of ^he ('apital-at-char^e—‘ a new and convenient way of 
expressna^' the result produced by the oiii^inal basis of the 
estimated lives.' During the 14cpression, loans were taken 
to the tune ol* Rs. 31 • 50 crores from this fund and it was only 
during the Second World War that these were paid off. In 
1930 the ^Vedgvvood Railway Enquiry ( kimmi ttee emphasized 
the ne ed Tor an a^eouate depreciation ttincl and considered 
that a normal balance of Rs. 30 cr ores would ^iot be e xcessive . 
In 1949 the "Fransport Member expressed anxiety about the 
fund in view^ of the fact that there w^as a large gap between 
the original cost on which the annual appropriations to the 
depreciation fund were based and the replacement expendi¬ 
ture at prevailing prices, and partly because of the arrears 
of depreciation of assets which had accrued prior to 1924- 
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1925. It was tlicrefore decided in 194 9-1 ^)jQ to pay into it 
in inslalmenls, besides the normal contribution, the 20 crorcs 
representing the arrears prior to ]!12 1. In that year the whole 
of th e railway share of the railway surpl us was th rown int o 
the d epreciation iiinc T 

\Vt’ shall now turn to railway rates . In India the classifi¬ 
cation of’railway rates was for several yc'ai s subjtrcted to much 
criticism. In dian merchants complain ed that the rates were 
a dvmita^eous to fbieiLUi nianuiactiucis w ho movxd tlieir jL>()ods 
Irorn the ports into the interior and tliat the\ did not aid th e 
d evelopment of tlie country's industii( \s. The ' b lock rat( \s 
system / which was designed to j)re\'ein Iraihc Irom passinij; 
to a rival line, lesuJied in an artificial diversion of trallic 
causint; incon\ eni(‘nce to industry, d’he I iuJustrial Commissio n 
<* ondenmed this syste m. The Fiscal Commission of 1922 re- 
c<)f nmended pieferential railwax rates to yf>niLo; Trulian i?] - 
d us trie s. C/o ncession rates on a number o( things required 
by the ag riculturist was u rged by the Ro\al Ccommission 
on Agricid t ure. 

'The A c worth C )m m it tee recommeitded the ciealion of a 
Rates Advisory C'ommitt ce. In 1 926 this was don e. As this 
body could not satisfactorily deal with disputes in connection 
with rates, in 1948, the Indian Parliament authorized the 
setting up of* a KaTlwav Rate^s rribiinal (this had been re¬ 
commended by the Ac wort h Committee). \cxt year the 
Tribunal came into existence. 

In 1948 passenger f ares for all classes on the railway s were 
s tandardize d an d freight rate s were also r ationalized . Between 
1938-1931^ and 1919-1950 ~the o verall increas e in average 
frcicdit rate s and pa ssenger fare s came to 22.and 46 p er cent 
respectively. In the same period, the \^ age level in the rail¬ 
ways and the price level went up fourfo ld. In 1951 a further 
e nhancement of Pcissenger fare s brouglit an additional revenue 
of Rs. 19 crores. As a result, the railways could limit their 
d emands for the capital resources of the Government , and 
the other departments of the Government were al^le to put 
through capital programmes \vhich had been held up for lack 
of funds. 

THE INDIAN RAII AVAY ENQUIRY COMMITTEE (1948) 

During the Second World War the pressure on railways was 
very heavy. Military traffic grew enormously. After the 
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Japanese oecupalion of Burina coastal trade became impos¬ 
sible and consequently the s train on the railways increase d. 
P assen.t:>er trains were reduc ed and there was a wful congest ion 
especially in the third-class compartments. Some of the big- 
j;;est r ai 1 v\a\' workshop s were now t urned to munition pro ¬ 
ductio n. The r olling stock therefore did not increas e i n pro - 
Pi:)rtion to the demand, wTiile r eplacemen t was not adequate 
owing to the fion-a\'ailabilit\' of material. Shortly aTtcr the 
war llie (iovernment appointed a (iomrnittee to enquire into 
the conditions on the railways. I'he C 'ommittc e p ointed ou t 
that the staff employe d on the railways was r ather hi^j h 
while la bour efficiency Jiad deteriorated . It n^comincnded 
that the F manci! braru^i of the Railway Boar d should have a 
s eparate unit mainh concerned with means of improving 
earnings and that an amorti/ation fun d should be create d (as 
recommended by the Wedgwood Committee) in respect of 
intangible assets of the railways am ounting to about Rs. 68 
croies, the annual ('onlribution to the fund being o ne per ce nt 
of th e gross earning s. Another of its chief* recommendations 
was that the c ontrol and managemen t of* the Indian railway 
should be g i\'en to a statu tors authority . 

In 1951 the R ailway Board was reorganiz ed. The post of 
the C hief Commissioner of Railways was abolish ed. The 
Board now comprises tl iree functional memlx^r s and th e Fin » 
ancia 1 Comrnissioiler , oru' of the functional members being 
the chairman. It a dvises t he Minister on major cpiestions of 
policy and issues the necessary executive orders ibr the aHiin - 
nistration of the railways. 

LABOUR AND PASSENGER AMENITIES 

During the trade depression that set in in 1929 the wages of 
railway employees were reduced. In 1931 the Royal Com¬ 
mission on Labour recommended that the cl aims of low-pa id 
workers inriproyed wage standards should continue to r e¬ 
c eive careful consideration from the Railway Board and the 
Administrations. During the Second World War on the re- 
co mmendations of a Court of Enquiry s et up by the Govern- 
menl of India, the Railway Board sanctioned the payment o f 
dearness allow^ance with effect from 1st September 19^ and 
the rate of allovySi nce has since bceil Trevised from time to 
time. Concessional grainshops w^as another important benefit 
extended to the workers in war time. In 1946 the Govern- 
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nient of India appointed a Central Pay Commission to enquire 
into and report MU, the conditions of service of all Cent ral 
Government employee s, including the Railway servants, with 
pa rticular reference to their pay scale s and standards of re ¬ 
muneratio n. Its recommendations were accepted and a 2x 
c rore ])enefit scheme was implemented in the railways . In 
1947 the scales of pay of tlie inferior staff were fixed as fol¬ 
lows:— 

Unskilled and unlearned em¬ 
ployees .. Rs. 30—J—35 

Jamadars and 13aftries . . Rs. 35—1- 50 

Skilled or semi-skilled workers*. . Rs. 35—1—50 and 

Rs. 40-1--50--2—GO. 

I he scale of s killed workers was raised from Rs. 55 to 
R s. 130 which is in excess of what the Pay Commission re- 
commended. Further, a ll railway employe es, including tem¬ 
porary staff with 12 months" serv ice, have been made com- 
p ulsory subscribers to the Provident Fun d. Besides this, 
s horter hours of work , prov ision of periodic res t, lil ieralizcd 
l eave rules and Ttolidav concessions have been i ntroduccT l. 
Bet ter facilities for medical relief and e ducation have also 
been provided. The housing of labour has been receiving 
i ncreasing attentio n. It was claimed by the Minister for 
Railways that ‘ the railways have set for themselves a stand¬ 
ard of housing for labour at Chittaranjan which has elicited 
appreciation as the ideal housing for labour anywhere 
in India ’. 

The White Paper issued in February, 1952, stated that there 
had been a definite reorientation of the Government’s policy 
towards labour. Three-tier negotiating machine ry has been 
created to settle labour disputes. 

The improvement of the lot of the w'orker is said to be 
reflected by an in crease in productivu tw Measured by train 
and vehicle miles, it rose from 69 ‘ 38 in 1949-1950 to 78*1 in 
1950-1951. The work done by the railways in terms of passenger 
miles and ton miles has in recent years touched the highest 
peaks known to Indian railway history. 

Since Independence, p assenger amenities have been receiv¬ 
ing increasing attention, but the lot of third-class passengers 
still leaves much to be desired. In an address which he deli¬ 
vered on April 16, 1953, on the occasion of the centenary cele¬ 
brations of the Indian Railways, the Railway Minister ex- 
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pressed ihe hoj^c that the Railway 1 IsfiV nfuisii1t;i tive Cb m- 
iniitees that were beini; set. up, in place of the old Local 
Advisory Corniiiitt(*es. would provide a democratic machinery 
to assist tlie railways to serve the public better than before. 

Pt.ANS AND SCHKMKS 

In 1 the As sam Link i^rojec 1, 142 m iles long, was com¬ 
pleted. Kect'utly. despite tijiaucial stringency, the Indian 
Railways lia\e started a niiml)er oi projects to meet growing 
demands arising from the agricultural and industrial develop¬ 
ment (»r the ronnlrv. lender the l''ive Year Plan Rs. *10( ^ 
croies have betai allotted to the railways, out of w^hich the 
railways mnsi htul the grc'ater part Irom th(‘ir ow'u re.sources. 
In I'ebrnary 19."^), in his speech presenting the railway bud¬ 
get to the Parliament, the Railway Minister expressed the 
view, thait on account ol the recent recession in passenger 
earnings, it would be clilFKiilt for the raihvays to find the 
sum lor railway developiueut undca* tlur Five Year Plan. 
Ev<*u if th(.‘ money is forthcoming it would still he inad<*(|uat.e 
to meet tlu‘ railway recjuirements of the country. It should 
be remembered that tlu' Indian sub-coniiiumt, with an area of 
about l.odtbOOO scjuare miles, lias only about 41,000 miles of 
railwav. while Ihtrope I'aparl from the* U.S.S.R.), with an 
area of LOGO.000 scjuare miles, has about 190,000 miles 
of railway. 

riie n)llin<i' stock and power positio n on the railways c:le- 
terioratcxl during the Second World Wa r, and it was further 
ad\ ersely a fFected by thc ^ jiartition c )f the country. How'ever, 
tlie (iovermnent has drawn up serhemes to improve matters. 
Ordc'is have' liecn ydaced with overseas firms For 
l oroinotive s. Further, the s urDlus capacity of c^rdnance Fac- 
t ories Js being increasingly utFli/ec l to manuiaciurc spare“^rts 
and thc*se are also lieing obtained from private firms. The 
Government has also eslalilished at Ghittaranjan , in West 
Bengal, a locomotive manufacturing workshop, which, when 
in full operation, will be one of the biggcjsl manufacturing 
units of its kind in Asia. Steeps are also being taken to 
i ocrease the production of wagons and coaching sto ck. 

Indian railways are probably tlie biggest purchasers of 
stores and materials in the country. In 1950 the Railway 
Store.s Fhiquiry Committee was set up to make recommenda¬ 
tions about the purchase and issue of stores. It has recom- 
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Locomotive Workshop at Chittaranjan. Courlesr: Pres, l„Jorm„tiun Bureau 
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mended the creation of a Ccnti^al Stores Organizatio n under 
tile control of the Railway Board to control and co-ordinate 
stores transactions on all railw^ays and purchase capital equip¬ 
ment on behalf of all railw^ays. 

In terest in railway research has lieen growing. The 
O entral Standards Oflice conducts technical research on 
problems concernino the railwa ys. Provision was made in 
the bndnet for 1 <152-1 for a Railw^ay Research and Testi ng 
C entre at Luckno w. Research is also being carried on about 
the economic and financial problems of the railways—a task 
tliat is itnportant for greater economy and efficiency in railway 
administration. 


Section 2. 


OTHER FORMS OF PRANSPORF 

ROADS 

In the days of the Moghul rulers, the (jovernment paid 
particular attention to roads used bv caravans carrying goods 
from one end of the countr\ to the oilier. Some impx^tant 
roads of' tliis period were the road from Mirzapur to the south 
(the Great Deccan Road), the Agra-Ajmer Road, and the 
road linking Allahabad with Jubbulpore. 

Road construction was s adly neglecte d during the days of 
t he Company's rule . In a speech on June 24, 1858, John 
Bright observed; ‘ In a single county there are more roads 
than are to be found in the wdiole of India; and I would say 
also that the single cit\ of Manchester, in the supply of its 
inhaliitants with the single article of water, has spent a larger 
sum of money than the East India Company has spent in 
the fourteen years from 1834 to 1848 in public works of every 
kind throughout the w hole of’ its vast dominion.’ 

The fpwL mai n road s wx're then a djninistercd by militar y 
boards wdth inad *=*q^^-^^^ funds and powe rs. The chaotic 
management of the roads was brought out by the reports 
made by the Bengal Board to the Governor-General between 
1841 and 1849. In the la ter nineteenth cent ury, ro ad con ¬ 
struction was stimulated bv two developmen ts—the construc ¬ 
tion o f raTTways and the pr ogress of local self-governme nt. 
Unlike those in England, the r ailways benefited road con - 
struction because rc^ads acted as feeders of railways. 
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By about 1900, the total length of metalled roads in India 
was 37,000 miles, their upkeep being divided almost equally 
between the Cjovernment and the local authorities. The 
length of u nmetalled roads was 136,000 mile s. Besides these 
there were also r oads re paired or construc-ted at irreeula r 
intervals, and roads maintained by the Forest Departmen t or 
by o wners of large private estate s. 

Ill 1 919 tlnrsubject of ‘ Ro^ s ’ was transferred to the pro¬ 
vinces. The C entral Governme nt now c eased to concer n 
itsell wi th road~^^\^elopment except in the case of roads of 
mUitarv, importan ce and c ertain arterial roads . Tlie pro- 
vmccs left the work of' road maintenance and improvement to 
a large extent to l ocal uovernmen ts. 

After the First World War, motor transpo rt changed the 
situation, and roads now became a matter ofTiational irnpo rt- 
Id 1927 a resolution was carried in the Ck)uncil of 
State for the improvement of the road system, and a com ¬ 
mittee- of l)oth Mouses was set up under the chairmanship of 
Mr. lavaka r. Its members agreecl that the roads m ierht be 
a p roper chaiire on the central revenue s: they recommended 
that the Central Government should a ssist co-ordinated roa d 
d evelopment in the provinces In* annual block grants to pro- 
vinces from a central road fund accinniilated fro m a petrol - 
tax surcharge of two annas per gallon . Other important sug¬ 
gestions were the creation of a central road organizatio n, a 
tr ansport advisory committe e, and a central ortranization o f 
i nformation and research ." T’he c entral road ortranization 
w^as established in 1930 , and the tr ansport advisory counc il 
in 1935 . As suggestecT by the Committee, a road conference 
met in 1 931 to c onsider various technical matter s. 

The cr eation of the Central Road Fund in 1929 is an import¬ 
ant landrhark in the development of our road transport. It 
w^as decided that o ne»sixtli of tlie fund should be devoted to 
c entral administratio n, rescan h, intelligence, and jyrants lor 
u nefertakings of specia l or all-India irr^pnrtanrf^ and that 
the b alance should t>o to the provinces . 

In 1943 a con ference of eng ineers met in Nag piiy and this 
gave a good fillip to road development. A ten-year plan of 
road development was drawn up , and the broad classification 
cT roads according to national needs was now settled. From 
Ap ril 1, 1947, the Central Government a ssumed additional 
financial responsibility for the construction an d mai ntcnaii^ 

J 
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of every road it accepts as a national highwa y. ‘ Nationa l 
Hiirhwavs " now appears in the Union list of subjc cts. 

” Prooress has been slower than was eiivisai^cd al the Nagpur 
conference. I’lie target of the Nagpur Plan was an expendi¬ 
ture of Rs. 611 crores, while the total expenditure during the 
three years ending March 31, 1950, was Rs. 27*11 crores. The 
total length of provisional national in the country 

is now about 13^400 miles . The draft outline of the Central 
Government Fi veAVar Plan provides for Rs . 23 crores to be 
spent on road devefopment; the total provision ni the plans of 
s tates is Rs. 94* 11 cr ores. 

All the major states of India have accepted the naiioi^Laliza- 
tifULnf b us transport as a basic poli cy, and in some of them 
governments have ta ken over ])us transpo rt. But the process 
of nationali/ation has not been uniform, some stales running 
motor services departmcntally and some through c|uasi-piiblic 
corporations. P rogress has also recently been made in rai l¬ 
r oad co-ordination . 4 he total r oad rnileaee in India is now 
al)out 230.000 nTiles . ol' which some 181,2(Kj are jnotorable . 

AIK TRANSPORT 

For all practical purposes, civil aviatio n began i n Indi a 
f)nly after the First World W ar. Flying clubs wwe formed 
in big (aties at the end of'the wtir, flying members being mostly 
Europeans. An air-mail servic e organized in 1 920 proved 
a bortive. In 1 927_the Civil Aviation Department was foimed, 
and by 1930 . ow ing to the rapid development of world air 
transport, I ndia came to occupy a prominent position on the 
air map of wtArld 

An important landmark in tlie dtwelopmcnt of air transport 
was the opening in 1932 <4' in ternal air services from Karac hi 
to C'olom bo and Lahore by 'Fata Sons Ltd. and the Indian 
National Airw^ays respectively. These were given contracts 
for the carriage of mails. 

The l uTipire Air Ma il Scheme provided a st imulu s to the 
development of air transport, and in 1 938 tw o more companies 
were forme d. When the Second World War broke out civil 
aviation came to a standstill. Before the outbreak of the war 
foreign companies were operating scheduled air transport 
services to and across India. 

Since the war air transport has developed further. By 
the e nd of 1947 . 1 0 companies were formed . 1947^saw the 
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formation of the Air India International , the most important 
Indian internatimial air service, which is ma naged by Ai r 
India Ltd., a ioint OnvernTnent-rninpan y enterpris e. 

A number of Government air organizations have recently 
been formed, rhe Aeronautical Communication Servie e of 
the Civil Aviation Department was iormed in 1946. Another 
important one is the Air 1 railic Control Organization , which 
is res ponsible (or tlie safety an d co ntrol of aircraft in the ai r 
and on .the »:ionnd. From March 1, 1949. Indian i iir trapg - 
port compan ies, flv iruj clubi^ . and ot her air operators have 
iDcen receiving s ubsidies fr om the Governm ent. In T94b a 
small r esearch and development orgnni^at irm was started by 
the C i\al Aviation Departmen t; and a r( \search and test 
l aboratory has been built in New De lhi. 

The Air Transport Committe e, appointed to recommen d 
m easures for overcoming defe cts in Indian air transport, 
isstied its report in 195D . It recommended the r edistribution 
of air rouies^ and that c ompanies receiving subsi dies should 
cor^rpiTr) ;i ng:vv srliednle ofMVeight-mail rates and passenirer 
fares . It favoured the continuance of management by com- 
ponies Imt declared that nationalization should be considere d 
if at the end of five years the companies M ere still incurring 
losses. 

In the first half of 1951, Indian air lines flew 9,381,946 miles 
on scheduled services, and carried 229,326 passengers and 
16,200 tons of freight. The total number of aircraft registered 
in India at the end of June 1951 M^as 738. and 202 of these 
held current certificates of airworthiness. The Civil Avia¬ 
tion Department now- maintains 75 aerodromes . 

Summary 

Section 1. 

The Cost of Indian Railways - 

The cost of construction of Indian railways in the nine¬ 
teenth century cx'ceeded tliat of English railways owdng to 
natural obstacles, lack of efficient personnel, importation of 
ecjuipment from England, carelessness, and lack of good 
planning. 

The old guarantee system :— 

1853—Dalhousie advocated construction of railways by 
private companies aided by Government. Between 1854 and 
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1860, railways were constructed by companies which were 
provided with land and guaranteed an interest of 4| to 5 
per cent on their capital by Government. Companies were 
to devote half their surplus profits to repay the Cxovernment. 
Their lines could be liought by the Government after 25 or 
50 years. 

The railways had no incentive to economize, and the 
financial burden of the Government increased through re¬ 
curring deficits. 

State construction of railways :— 

Lord Lawrence advocated State construction, and fictween 
1869 and 1880 some 2,175 miles of lines were constructed by 
the Government. This policy had to be given up in 1880 
because of financial dilTiculties caused by war and famine, 
fall in the gold value of silver, and the limitation of State 
borrowing by a committee of the House of Commons. 

The new guarantee system :— 

The terms were less onerous to the Government. The lines 
constructed were to l:)e State lines worked by companies. The 
rate of guaranteed interest w'as from 3i to 4 per cent, and 
the State’s share of surplus profits was three-quarters, (kin- 
tracts could be terminated after 25 years. 

The railways towards the close of the nineteenth century :-~- 

4iic contracts of the old guarantee system were all (except 
one) terminated between 1880 and 1905. 

More money was made available lor railway construction 
from the Famine Insurance Grant. 

Most of the sub-continent’s present railway network was 
completed by 1900. 

Railway construction and management in the present century :— 

1900-1914. Ten thousand miles of branch or feeder lines 
were built. 

The policy of sulisidizing branch lines was giv^en up in 1925. 

The Railway Board, set up in 1905, was reorganized in 
1922 in accordance with the recommendations of the Acworth 
Committee of 1920. A Chief Commissioner and a Financial 
Commissioner were appointed. 
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Nationalization of railways and regrouping :— 

1925-1950. All the railway lines gradually passed under 
State management. This raised the question of regrouping, 
which bec'amc important also because of’ the breaking of the 
N. VV. and the Bengal-Assam Railw'ays during Partition and 
the integration of states. In 1951 three zonal railways were 
inaugurated. In 1952 the Northern, North-Eastern and 
Eastern railways were lV)rnicd. 

Railway Finance.: ~ 

1899-1900. First year of surplus. Railwax s yielded a sur¬ 
plus every year except 1908-1909 till the First \Vorld War. 

Railways deteriorated during the war. 1920—The Acworth 
(k)mmittee advoc.ated separation of railway finances from the 
country’s general finances. 'Fhis was done in 1924. 

1924-1929. Prosperity for railways. 

1929-1936. Depression and exhaustion of* railway reserves. 

1936-1940. Mild recovery. 

1940-1946. Unjirecedented prosperity. Arrears of con¬ 
tribution to general revenues were cleared off and railway 
reserves were built up. 

1946-1947. Fall in receipts. 

1949. Upward trend in receipts. 

1950. A new Railww’ Finance C'onvention was 
adopted. 

The Indian Railway Encfuiry (Umimiilcc :— 

The Indian Railway Enquiry Committee (1948) recom¬ 
mended vesting the control and management of Indian Rail¬ 
ways in a Statutory Authority, the creation of a separate 
unit in the finance branch of the Railway Board to improve 
earnings, and the creation of an amortization fund. 

iMhonr and passenger amenities :— 

In 1947 the (Government adopted the recommendations of 
the (Central Pay Commission and implemented a 25 crore 
benefit scheme. The welfare of the employees has been re¬ 
ceiving increasing attention. Recently three-tier negotiating 
machinery for settling labour disputes was created. 

More and more money has been forthcoming since Inde¬ 
pendence for passenger amenities, but third-class passengers 
are still badly provided for. 
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Plans and Schemes :— 

Despite liriaiicial stringency railways have recently em¬ 
barked on a number o(' projects. Under the Five Year Plan 
Rs. 400 crores has been allotted to railway construction. 

Attempts have also been made to improve the rolling stock 
and power position and the purchase and issue of stores. 
The Government has established a locomotive workshop 
at Chittaranjan, in West Bengal. 

Recently railway lescarch has been given more attention 
than before. Provision was made in the budget for 1952- 
1953 for a Railway R(’:search and Testing Centre at Lucknow. 

Section 2. 

Roads: — 

Roads were neglected by the East India Company. In the 
second half of the nineteentli century their construction was 
stimulated by the construction of railways and the develop¬ 
ment of local self-government. 

In 1919 the subject of ‘roads’ was transferred to the 
provincial governments. 

1927—The Road Committee pointed out the need for 
Central Government expenditure on road construction. The 
Road Development Fund was now instituted. 

Even after this, road ('onstruction made little progress. 
Now ‘ National Highways ’ is a L'liion subject. 

Air iransporl’ 

Development began after the First World War. In 1932 
Tata & Sons and the Indian National Airways started mail 
services. 

Progress has become more rapid since the Second World 
War. 1947 saw the formation of the Air India International, 
the most important Indian international air service. 

The Air 1 ransport Enquiry Committee has recommended 
a redistribution of air routes. 

Chief Dates 

1853- —Dalhousie’s minute on railways. 

1854— 1868—The old guarantee system. 

1869—1880—Period of State construction of railways. 

1880—The new guarantee system. 
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1905—'I'he creation of the Railway Board. 

1920 The Acworth Committee. 

1924—Separation of railway finances from general 
finances. 

1948—riie Indian Railway Ivnqiiir) (.lomrnittee on 
Railways. 

1951 —1952—Regrouping of railways. 

1955-.'Fhe Indian Railway Centcnar\ . 



CHAPTER X\ III 


HISTORY OF INDIAN CURRENCY AND 
BANKING 


Section 1. 


INDIAN CURRENCY 

Of the various rontroversi es in Indian economic history, those 
relati ng; to curren cy trends liave been the most v iij^orous. 
In inpie days oi' British rule, Indian writers thougKT of 
Indian currency as a means by whic h the British Covernment 
secured advantages for Englisli trade and industry at the 
expense of the Indian economy. 'Fo English writers it was 
a system which served the needs of the country’s administration 
fairly well, and was sliaped w'ith that important end in view. 

UNTIL 1835 

Until the year 1835 , the country lack ed a single cu rrency 
standard; in various districts gold and silver c:oiris oi ditlerent 
values w^ere in circulation. The s erious difliculti es which this 
ca used to trade rs led the Co urt of Directors t o ur ge a unifor m 
cu rrency for the whole countr y. In 1818 the silver rupee o f 
180 grai ns fine was made the s tandard c oin in the 
Madras Pre sidency, and Bombay came into line vntfiThis a 
decade later. In 1835 the rupee was made legal tender for the 
w^ hole of In dia; gold w^a s n(> longer to be leiral tender in the 
Compan^^s territory, thmigh the minting of some specified 
gold coins was continued. 

1835-1873: discission about thf. adoption of a gold 

STANDARD 

Between 1835 and 1875 there was a persistent deman d in 
India for the introduction of a gold curre ncy. 'This demand 
was s upported b\ tlie Mansfield Cairrency C^o mmission of 
1 866, and w’as st nmiithcned by tlie decision oi the First I nter- 
n ational Monetary Conferenc e in Paris in 1867 in iavour oT a 
single gold standard tor the w^hole world. The Government 
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of India rel used to comply with this, and contented itself with 
authorizing the receipt of sovereigns and half-sovereigns in 
payment of (iovernment dues at the ecjuivalent of ten and five 
rupees rcspcctiveK . J t is interesting to note that as early as 1859 
l ames Wilson , the Finance Minister, advised against a gold 
cur rency , pro posing instead a paper curre ncy] in a country 
where the hanking system was woefully underdeveloped, such 
a proposal had little hut novelty to recommend it. But nothing 
need have j)revented tlie successful working of the gold 
standard, had it been adopted. Sir C'harles 'J’revelyan, writ¬ 
ing in 1864 in support of the proposal to make sovereigns 
legal tender, pointed to the big importation of* gold since 1860 
as evidence of ‘ the determination of the people to have 
gold ’ and declared that it showed that ‘ the Government 
would Ijc cordialK seconded by them in any such attempt to 
introduce a gold currency on a sound footing.’' 4'he chief 
argument for the status quo was that there was n o urgen t 
n eed for a cluum e. In 1 870 the g old price of silver began 
to faj h and if* at least then the Government of India had 
marched in step with Britain, the Indian currency system 
would have been working smoothly and elHciently by the 
last (piarter of the nineteenth century. No good argument 
can be found against the conclusion that at least in 1870 the 
(rovernment should have responded to the demand for a 
gold standard. 

1874-1893: i ali- in 'j uk gold price of siia kr 

4’ll ere was now a g rowing demand for gold throughout th e 
^yorld as a result of* the a doption of the gold standard by a 
n umber of coun tries, and the price of silver fell in two decad es 
l>v 40 ]ier cen t. A strong demand came from Indian business 
for a bimetallic standard, but the Government refused to 
satisfy this in the absence of an international agreement on 
the ratio lielween the rupee and gold. Bv 1892 the Indian 
Government’s financial difficulties became severe. 4’he ef¬ 
fect of* the falling exchange on Indian trade is hard to assess, 
'fhe Herschcll C’ominittee pointed out in 1893 that the rise 
of imports was, contrary to general theory, greater when the 
exchange was falling than when it was steady, but this view 

^ Report of the Herschcll Committee on Indian Currency, para. 101. . 
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must be taken with caution. Fluctuations in trade are due 
to many causes at different times, and it may well be asked 
whether the e'xpaiision of imports which occurred while the 
exchange was I'alling might not ha\'e been greater had the 
exchange remained steady. 

In 1 892 the (TO\T"rnment ol'India proposed to the Secretary 
of Stale that the Indian mints should be closed to the free 
coinage of silver and that arrangements be made lor intro¬ 
ducing a gold standard. To consider the wliole question of 
Indian currency the Herschell (kmimittee was now appoin ted,. 
It r ecommended closi ng the mints and ad opting a gol d 
st andard , and di ffered from the (iovernriicnt of India in sugges¬ 
ting an ex change^ value of Is. 4d . instead ol‘ Is. 6d. lV>r the rupee. 
The grounds for tiieir proposal were that Is. 4d. was nearer 
the average market rate of th(‘ previous two and a half years, 
and was a more convenient link between the Indian and the 
English sx steins as at that rate the pound would be ecjuivalent 
to Rs. 15 and one penny to oiu* anna. 

Tlie increasing burden of the Home Charges, and the fear 
of silver sliding further if the United Stales repealed the Sher¬ 
man Act drove the (jovernrnent in 1898 to close the mints 
to the free coinage of silver. It announced that in exchange 
for rupees, gold coins and bullion would be received at the 
mints at Is. 4d., that sovereigns and half-sovereigns could be 
given at the same rate, and that notes would be issued in ex¬ 
change for gold at that rale. Cold was not made legal 
tender. 


IHK EMERGENCE OV I'HE fJOLD EXCTIANCrE STANDARD 

'I’his announcement was followed immediately by diflicul- 
ties due to the market rate now being below the Government 
rate of Is. 4d. The rate had t o be kept up by a curtailmen t 
i n the sale of* Ckjuncil BiTT iT" a step which caused greaF di 
culties to those engaged in the export trade. Another source 
of troulile was the fall in the gold price of silver after the 
repeal of the Sherman Act in America. 

In 1 898 the Government of' India appointed th e Fowder 
( kjmmi ttee, which was in f avour of establishing a gold stan ¬ 
dard w ith a gold currency because four-fifths of India's foreign 
trade was with gold standard countries and because ‘ an 
established gold standard would be the simplest and most 
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elfective means of attracting capital.’’ Their principal recom¬ 
mendations were tliat:— 

(1) The British pound should be legal tender and cur¬ 
rent coin in India. 

( 2 ) The Indian mints should be closed to the free coin¬ 
age ol' silver, but opened to the unrestricted coinage of gold. 

(3) 'riic ratio between the rupee and the pound should 
be Is. 4d. 

(4) The Government should continue to give rupees for 
gold, but should not have a legal obligation to give gold 
for rupees. 

(5) Any profit on coinage should be kept separately as a 
reserve besides the Paper Currency Reserve. 

In 1 8^)9 the Government 
P aper Currency Ac t to put 
commendations, but the Government’s belated though re¬ 
solute b id to dethrone silver proved a dismal failure . 'Phere 
was little demand for gold as a circulating medium, as only 
very small "810118 were required for most trade transactions, 
and as silver had been allowed undisputed reign in the com¬ 
mercial domain for too long. In 1900 pounds were repeatedly 
sent into circulation, only to be worsted by silver, to stream 
back with equal rapidity into Government treasuries, and 
swell the gold part of the Paper Currency Reserve. vSuch 
was the reaction against the Government’s gold offensive, 
that the authorities soon found themselves unable to cash 
currency notes in rupees not only at the Cawnpore and other 
treasuries, but on April 11, 1900, at the head office in Cal¬ 
cutta itself. In Cawnpore, notes going to a discount of as 
much as per cent created the fear of failure. Sovereigns, 
too, became subject lo a discount of as much as four annas in 
many places.- I'he silver portion of the Paper Currenc\' 
Reserve now fell below five crores of rupees against a mini¬ 
mum of 9^ crores suggested by tlie Secretary of State. 
Never again did the Governrhent venture on such a project 
after the prodigious victory of silver in this brief and decisive 
struggle of metals. 

The Finance Minister, Sir Edward Law, was now led to 
propose that the quantity of gold in the Paper Currency 

^ Report of the Fowler Committee on Indian Currency, para. 35. 

Report of the Royal Commission on Indian Currency and Finance, 
1914, para. 25. 
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Reserve should be limited, that the excess over this limit 
should be used for the purchase and coinage of silver, and 
that all the profits from the rupee coinage should be used 
to build up a gold fund besides the Paper Currency Reserve. 
I’he despatch of' the Secretary of State of December 30, 1900,. 
accepting these proposals, brought into existence the Gold 
Exchange Standard. Contrary to the desire of the Goveni- 
ineiit of India, the Secretary of State decided to keep the 
(iold Standard Re.serve in London, and to invest it in sterling 
securities since the Resei ve would have to be used in England. 

It is interesting to note that the Gold Exchange Standard to 
which the Ciovernrnent thus muddled its way had been visua¬ 
lized by them even in 187o. I'hey then declared that they 
wei e ‘ led to the general conclusion that it will be practicable, 
without present injury to the community, to adopt a gold 
standard while retaining the present silver currency of India 
and that we may thereby in the future fully protect ourselves 
from the very real and serious dangers impending over us so 
long as the present system is maintained'. 

In many ways the system now formulated difl'ered from that 
envisaged by the Eowlci Committee. I'he principal points 
of divergence were the investment of the Gold Standard 
Reserve in securities in I.ondon, the surrender of the .scheme 
for coining gold in India, the creation of' the silver portion 
of the Gold Standard Reserve, the diversion in 1907 of money 
from that reserve for capital exjreiiditure, and its use in 1908 
for meeting drafts sold by the (jovernment in India, on Lon¬ 
don, to private traders. As the Chamberlain Commission 
remarked, ‘ the measures taken to maintain the exchange 
\ alue of the rupee were less in pursuance of the recomnienda- 
ti(ms of the committee of' 1898 than supplementar\' to 
them I'lns (k)ld Exchange Standard differed only slightly 
from the scheme proposed to the Fowler Committee by 
A. M. Lindsay, deputy-secretary of the Bank of Bengal. 

The main features of the country’s currency system may be 
mentioned before tracing its subsequent history. The rupee 
was now unlirnited legal tender, as was the pound, which was 
convertible into rupees at the rate of one pound to 15 rupees. 
There was no statutory obligation on the Government to give 
gold for rupees, but it was its administrative practice to give 
pounds for rupees, except on certain occasions, at the above- 
mentioned rate and to sell in Calcutta for rupees tendered 
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there bills payable in London at a rate not more unfavourable 
than Is. 3^fd. a rupee. I'hese practices confined the fluctua¬ 
tions of the rupee between Is. 4Jd. (^d. being the cost of remit¬ 
ting pounds to India) and Is. Sjljd. The Government main¬ 
tained two branches in the Gold Standard Resen-^e—a sterling 
branch and a rupee branch—to facilitate the conversion of 
the rupee into the pound and vice versa. 

It w'as said that the Gold Reserve was kept in London 
against the wishes of the Government of India. For a lew’ 
years after 1900, the profits of coinage of rupees were sent to 
England by the shipment of gold, and the (jold Reserve was 
also expanded by the interest earned on the sterling securities 
purchased. 'Fhe problem for the Government was not the 
keeping of the exchange up to Is. 4d., since India had a 
favoural>le balance of trade, but the provision of sufficient 
rupees to meet public demand. I'liis difficulty led to the 
formation in Indiii of a special reserve of rupees which was 
only a branch of the Gold Standard Reserve—a name used 
only now'—the other branch being the one held in sterling 
securities in London. 

These arrangements gave the country the advantages of a 
gold standard though it had no internal gold currency. The 
Government of India proposed that the Gold Standard 
Reserve should be a ‘ redemption fund for maintaining the 
parity of the rupee,’ but the Secretary of State made it ‘ a 
surplus fund ’ invested in sterling securities. The result of 
this was that the Paper Currency Reserve had to be used to 
maintain parity. There w^as no clear demarcation line be¬ 
tween the functions of the three funds in London—the Paper 
Currency Reserve, the Gold Standard Reserve, and the 
Secretary of State’s balances. 

THE FORTUNES OF THE GOLD EXCHANGE STANDARD UP 

TO 1925 

'Fhe Gold Exchange Standard was put to its first severe 
test during the exchange crisis of 1907-1908, when there w'as a 
sudden slump in the Indian exchange rates and an unpre¬ 
cedented demand on India’s gold reserves. India had an 
adverse balance of trade. The contraction of exports was 
caused by the failure of the monsoon in the autumn of 1907, 
and by the jute trade’s unfavourable prospects. A financial 
crisis in the United States at this time led to a big demand 
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on the gold in other parts of the world, and the Bank of 
England had to raise its rate to seven per cent to stop the 
drain of gold. 'Ehis, together with the apprehension that 
India would cease to buy silver for monetary purposes, 
caused a decline in the gold price of silver. Indians, by im¬ 
porting large quantities of silver bullion, now further depres¬ 
sed the exchange. Tlic Secretary of Stale stopped the sale* of 
Council Bills, and for the first time the Ciovernment of India 
sold Reverse Councils (between April and August 1908 these 
were sold to the extent of 3(^8,058,000). The demand for 
sterling was now met by the Secretary of State from the gold 
and gold securities of the Paper Currency Reserve and the 
Gold Standard Reserve, and by raising a sterling loan of four 
million pounds. Tlie following year India had a favourable 
balance of trade and the crisis w'as over. 

Criticisms of the working of the Gold Exchange Standard 
led to the appointment in 1913 of the Chamberlain Com¬ 
mission to inquire into methods of maintaining exchange and 
the location and use of the reserves. The Commission praised 
the Gold Exchange Standard and decided that India was 
enormously benefited by the substitution of gold lor silver. 
In its opinion a gold currency and gold mint were unneces¬ 
sary Ibr India, there should be no limit to the Gold Standard 
Reser\'e (which should be located in London), and one half 
of it should be held in liquid gold. It wanted the Govern¬ 
ment to give an undertaking to sell Reverse Councils to the 
utmost of its resources to prevent the exchange sliding below 
specie point. The Commission called for the adoption of 
the proportionate system of note-issue, and the encourage¬ 
ment of notes as part of the country’s currency system. 

Shortly after the publication of the Commission’s report 
war broke out, and it became impossible for the Government 
to adopt most of its suggestions. The Government abolished 
the silver branch of the Gold Standard Reserv'C, and offered 
to sell Reverse Councils when demand for them arose. Dur¬ 
ing the war the price of the rupee rose so high that it was 
worth more as metal than as coin, and the Government was 
forced to raise the rate of exchange. The Gold Exchange 
Standard now broke down, and in 1920, as proposed by the 
Babingtpn-Smith Committec% the rupee was relinked to gold 
at the exchange rate of one rupee to two shillings. The 
Committee was led to this by the prevailing level of silver 
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prices, l akin.^ advantage of' the high exchange-value of the 
rupee, many firms which normally would have waited for 
some months before making remittances to London, now 
demanded sterling. There was also great speculative buying 
•of sterling, and India’s adverse balance of trade also neces¬ 
sitated the sale of Reverse Councils. These Reverse Councils 
were paid by the sale of sterling securities and Treasury bills 
w'hich were kept in the London portion of the Paper Currency 
Reserve. Originallv these had been purchased at a price 
higher than that at which they were now sold, and the 
Government of India lost some Rs. 35 crores. The merchants, 
who acted on their confidence that the Government would be 
able to maintain the rate of exchange, sulTered a heavy’ loss 
w'heri il gave up the attempt. By 1923 the exchange rose 
against the rupee, and in October, 1924, it stood at Is. 6d. 

THE country’s 1*APER CliRRENCY SYSTEM UP TO 1925 

Before 1860 the Presidency Banks of Bengal, Bombay, and 
JMadras were issuing notes, but their circulation was restricted 
to the three Presidency towns. In 18G1 the Paper Currency 
Act was passed along the lines indicated by Sir Charles Wood, 
tfie Secretary ol'State for India. India was divided into three 
circles of issue, and notes were legal tender only within their 
respective circlets. A large part of the note issue had a bullion 
and coin backing, while a small part was covered by rupee 
securities. Payment of Government dues was permitted in 
the notes of any circle. 

As the circle system proved very irksome, it was gradualh' 
brought to an end. In 1903 the five-rupee note was made 
universal legal tender, and this was followed in J910 by the 
10-rupee and the 50-rupee notes. The process ended in 1931- 
32j. when 1,000-rupee notes were universalized. The fiduciary 
limit of four crores of rupees, laid down by the Act of 1861, 
was changed from time to time by special Acts. The Act of 
1905 authorized the holding of sterling securities in England 
up to two crores, and declared that the Government could 
hold the metallic portion of the reserv-^e or any part of it either 
in London or in India, provided that all coined rupees were 
kept in India. 

The system w^as criticized by the Chamberlain Commission 
and the Babington-Smith Committee. It was not elastic, 
since the fiduciary limit could not be raised without recourse 
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to special lejgfislation, and the metallic reserves were unduly 
large. The investment of part of the reserve in sterling secu¬ 
rities in London also came in for criticism. 

In accordance with the recommendations of the two Com¬ 
missions, the Paper Currency Amendment Act of 1920 was 
passed, bringing the proportional reserve system into existence. 
The Act laid down that the metallic reserve should be at 
le*ast 50 per cent of the total r(‘serve and that except for 
Rs'. 20 rrores’ worth of securities held in India, the remainder 
was to be held in England in sliort-ierm securities not excee¬ 
ding 20 months. The Ccmtroller of Currency was authorized 
to issue notes up to five crores against inland discount bills 
of exchange maturing within 90 days of their issue; this 
extra issue was to take the form ol“ a loan to the Imperial 
Bank. Under the Act, the Secretary of State should hold 
not more llian five million pounds in gold bullion in 
London. 


THE HILTON-YOUNG COMMISSION CU' 1925 

In 1925 the Hilton-Young Commission was appointed to 
consider the w^hole question of India’s currency system, and 
its recommendations became the subject of vehement debate. 
The Commission strongly criticized the Gold Exchange 
Standard and recommended the adoption of a Gold Bullion 
Standard. The most important of its arguments against the 
Gold Exchange Standard was that it was not simple enough 
to be understood by the uninstructed public. ‘ It is impos¬ 
sible to ignore,’ the Commission wrote, ‘ for historical rea¬ 
sons.there is a large body of public opinion in India 

that is suspicious of the mechanism of the Gold Exchange 
Standard. It is convinced that the mechanism can be mani¬ 
pulated and it fears that it may be manipulated in a manner 

inconsistent with Indian interests. The basic right 

of convertibility that supports an exchange standard is too 
abstract for the present conditions in India, the backing which 
it supplies for the token currency is too intangible and in¬ 
visible.’^ The Commission also assailed the system because it 
permitted duplication of the reserve and confusion about the 
functions of a reserve. The Paper Currency Reserve, which 

^ Report of the Royal Commission on Indian Gurrenev and Finance, 
Vol. I, 1925, p. 13. 
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was intended to ensure the convertibility of the rupee notes^ 
was used to keep the exchanges stable. Thus the actual work¬ 
ing of the system was quite unscientific. Moreover, the Com¬ 
mission pointed out that the system was a fair-weather one, 
and when the price of silver rose above a certain limit, there 
was danger of a disastrous depletion of the reserve. It pro¬ 
nounced against th(^ system also on the ground that it was 
not an automatic standard. ‘ 'ITc fundamental basis for such 
a standard is provision lor the expansion and contraction of 
the volume ol (uirrency.* But when, as a result of changes 
in the balance of trade, the reserve rose or fell, the Govern¬ 
ment did not automatically expand or contract the currency. 
Further, under the system the volume of currency did not 
vary with the requirements of trade. Currency supply could 
be increased only when Council Bills were sold in l.ondon, 
but the demand lor additional currency rose generally when 
internal crop movements took place. The amount of addi¬ 
tional currency issued depended on the extent of the country’s 
balance of trade, and not on the state of its internal trade. 

The Commission rejected the idea ol' a sterling exchange 
standard on the ground that its successful working would 
depend on the price of silver. It recommended a (iold Bul¬ 
lion Standard for India, and the stabilization of the rupee at 
Is. 6d. instead of at Is. 4d. It also proposed the merging of 
the two reserves—the Paper Currency Reserve and the Gold 
Standard Reserve a step which w-ould simplify the system. 

On the (|uestion of which standard India should adopt the 
Commission’s view that the gold exchange standard was not 
automatic but that the gold bullion standard would be an 
improvement was based on a wrong conception of the- 
latter. As writers like Sir C. Morgan Webb have pointed 
out, the gold bullion standard was also really a ‘ managed ^ 
standard. Between the wars Britain suffered because the 
United States refused to manage the standard on right lines; 
the adoption of the gold bullion standard by India might have 
brought her some of the difliculties which Britain experienced 
in the later ’thirties. The years after 1925 show that all 
types of the gold standard depended for their successful 
working on a measure of international co-operation that was 
not I'orthcoming. 

The recommendation of the Is. 6d. ratio led to bitter con¬ 
troversy. The Commission’s reason for recommending this 
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ratio was because at that rate prices in India had reached a 
reasonable level of ad justment witli world prices, and because 
any other rate would mean a tortiu^us process of readjust¬ 
ment and widespread economic disturbance. As for the 
argument that the Is. (kl. rate came to prcrvail as a result ol' 
the (Government’s manipulation of currency, the Clomrnission 
wrote: 

‘ If it were true that the (Government of India, as currency 
authority, were in error in pursuing a policy which resulted 
in the holding of the rupee at Is. (kl. it would be justifiable to 
criticise such error, but it would still remain true that, in 
choosing a rate for the final stabilisation of the rupee, it is the 
facts of the present that must be faced. When prices and 
other conditions are in adjiistment with those in the world 
at large on the basis of an existent exchange rate, the rpics- 
tion of the means by which that rate came into existence htis 
no bearing on the extent or violence of the economic dis¬ 
turbances which would result from an alteration in the rate.’’ 

It must be remernlx'red that the central point of the con¬ 
troversy was the question whether at that time the Is. fid. 
ratio was the ' natural rate.’ or whether a reversion to the 
Is. 4d. suggested by a number of Indians was the ‘ artificial 
rate’. The whole question therefore depended upon the 
index numbers. On this point the view of Sii Basil Blackett, 
who gave evidence before the Commission, is worth quoting: 
‘ I am not quite sure,’ he observed, ‘ what vahie is really to 
be attached to any of these index numbers, and particularly 
to the Indian one. It is hard to l.)e sure that it is completely 
valid. At the same time it docs suggest that prices have now 
come together-. You will see that there is a consider¬ 

able fall in Indian prices under certain heads when you get 
into details.’ In his Minute of Dissent to the Commission’s 
Report, Sir Purushotamdas Thakurdas maintained that, 
‘ When it is remembered that cornmcjdity prices follow' a 
movement in exchange and lliat there is always a lag in 
Indian internal prices, a delayed adjustment to external fac¬ 
tors, it must be admitted that the greater part of the general 
adjustment to Is. fid. by a fall, is still to come.’ He pointed 
out that from October, 1924, onwards the rupee was not 

^ Report, ibid., p. 78. 

® ‘ British. American and Indian prices have come togetiier.’ 
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Is. 6d. gold, hut Is. 6d. sterling. 'Hie rupee reached Is. 6d. 
gold only in June, 1925, and when the report was written 
the rate was only one year old. 

The other points mentioned by the two sides were all 
deductions from this central point. * llie Hilton-Young Com¬ 
mission held that wages had adjusted themselves to the exist¬ 
ing level of prices and exchange, and that the short-term 
contracts, whicli formed the greater part of the contracts, had 
originated when conditions were based on the Is. 6d. rate. 
With reference to tlie long-term contracts they observed: 
‘ After the prolonged disturl)ances whicli have taken place it 
is impossible to do absolute justice to the long-term creditor 
and debtor hy fixing on any particular rate of exchange.’ As 
for foreign competition, they pointed out that foreign cur¬ 
rencies were unstable and therefore the remedy to the coun¬ 
try’s problems should not be sought in currency manipula¬ 
tion. They contendeef that the effects of the Is. 4d. ratio on 
public finances would be very bad. Sir Purushotamdas, on 
the otlier liand, argued that the Government was preventing 
the rupee exchange from finding its natural level and that 
the ‘ artificial ’ appreciation of the rupee w'ould mean a 
burden of 12J per cent on several sections of the people. 
He pointed to the example of Britain, which returned to the 
gold standard at pre-war parity, and added that no foreign 
country had adopted a rate higher than the pre-war rate. 
Tn his opinion the ‘ sanctity ’ of the old and ‘ natural ’ rate 
should not lightly be disturbed. 

Under the Currency Act of 1927, the Government of India 
established the ratio at Is. 6d. The Act established what has 
been called a gold-bullion-cum-gold Exchange Standard in 
India, and gave the Government the option to give sterling 
and not gold. Till 1931, since sterling was linked to gold, 
the system w^orked as a gold exchange standard. The Act 
of 1927 declared that sovereigns and half-sovereigns would 
cease to be legal tender. The Government would purchase 
gold in unlimited quantities at the Bombay mint at the price 
of Rs. 21-3-10 per tola, and would sell sterling at the same 
price after allowing for the normal cost of transport from 
Bombay to London. 

In 1924-25 the sale of Council Bills ceased to be the prin¬ 
cipal method of remittances from India and, as recom¬ 
mended by the Hilton-Young Commission, sterling came to 
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be purchased by competitive public tender. Council Bills 
were sold only when there was a steady demand for them. 

INDIAN CURRENCY IN THE ’ iHIRTIES 

In 1931, when Britain left the Gold Standard, the rupee was 
linked to sterling—a step which was criticized by many 
Indians. In support of the link with sterling it was urged that 
stability of the rupee in tc'rms of sterling was vital for balan¬ 
cing the Indian budget. India had annual sterling obligations 
to the extent of ^(,'32 millions, and a sterling loan of £ 15 million 
was maturing early in 1932. Being a debtor country, it was 
argued, she could not afford to Lake a leap in the dark by 
cutting herself adrift from her sterling moorings. Besides, 
India’s trade with England and other countries on a sterling 
basis formed an important portion of her total trade, and the 
link with sterling was necessary in order to a\'oid disturbance's 
in cjur foreign trade. Another point mentioned in support 
of the measure now adopted was that since the rupee depre¬ 
ciated in terms of gold by being linked with sterling, her 
export trade would receive a stimulus. 

On the other side it was said that the ruf)cc, by being tied 
to sterling, was made to fluctuate with it in accordance with 
changes in British economic conditions. The business com¬ 
munity protested that the measure constituted a sort of im¬ 
perial prefcierice to England because Indians were at a dis¬ 
advantage in importing from countries like the Lbiited States 
when the rupee was dragged down by sterling. India was 
also handicappe^d in her trade with countries of the Far East 
because of the depreciation of currencies like the yen in terms 
of sterling. Many Indians urged that the rupee ought to 
have been linked with sterling only on a devalued basis. 
During the world depression agriculture was more adversely 
affected than industry, and this was an important argument 
for the devaluation of' the rupee when it was linked with the 
currency ol a predominantly industrial country. 

The linking of the rupee to sterling was attended by a 
huge and unexpected expcjrt of gold from India. Wliereas in 
the first 31 years of the century, India had imported gold 
coin and bullion (net imports) to the value of Rs. 547 crores, 
in the nine years that followed the linking of the rupee to 
sterling she lost over Rs. 382 crores. Now the depression 
caused India’s usual export surplus to disappear, and the 
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rupee sterling exchange could be maintained only because of 
these huge gold exports. There was now a clamour for an 
embargo on gold exports, but the Government replied that 
the export was natural in view of the fact that the rupee price 
of gold was rising because of the depreciation of sterling. 
Peopl(! in difh('ulties were selling away their gold hoards in 
order to better tlieir lot, and the outflow ol' ‘ distress gold ’ 
was considered by the Government to l)c beneficial to the 
people. T he Government’s critics now contended that the 
export surplus had vanished largely because of the adoption 
of the Is. (id. ratio, and that the Governmenl’s right course 
was to ban the export of gold and to devalue the rupee. 

In 1935, tlie Reserve Bank of India was established with 
powers of note-issue. The Bank could issue notes of 5, 10, 50, 
100, 1,000, 10,000 rupees unless otherwise directed by th(! 
(tovernor-General-in-Council on the recommendations of the 
Gentral Board of the Bank. 'I'he Bank notes were declared 
unlimited legal tender. Under the Act, the Issue Department 
should have as l)acking for the notes issued gold coin, gold 
bullion or sterling securities to the value of two-fifths of the 
value ol‘ notes issued, with the proviso that the amount of 
gold should not be less than Rs. 40 crores. It was alsf) laid 
down that not less than seventeen-twentieths of the total 
amount of gold assets should be held in British India, 'Fhe 
remaining three-fifths might l)e held in rupee coin, Govern¬ 
ment of India rupee securities of any maturity, and such other 
bills of exchange and promissor)' notes payable in British 
India as were eligible for purchase by the Bank, subject to the 
condition that rupee securities should not exceed one-fourth 
of - the total amount of the assets or Rs. 50 crores, whichever 
was the higher. This regulation about rupee securities was 
suspended in 1941. The Act declared that at the time of the 
transfer of the Gold Standard and Paper Currency Reserves 
to the Reserve Bank, the gold coin, gold bullion and sterling 
securities should not be less than one-half of the whole amount 
transferred, while the amount of the rupee coin shall not 
exceed Rs. 50 crores. I’he Act imposed on the Bank the 
obligation to supply different forms of currency. 

INDIAN CURRENCY DURING THE SECOND WORLD WAR 

Shortly after war broke out, there arose a panicky demand 
for the conversion of' notes into rupee coins. As this demand 
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began to deplete to some extent the stock oi silver rupees witli 
the Reserve Bank, an ordinance declared in June, 1940, that 
the acquisition of rupees in excess ol personal business require¬ 
ment was illegal, lu the same year one-rupee notes were put 
into circulation, and the silver content of the half-rupee was 
reduced. There was now' a great absorption of small coins, 
and the Government tried to arrest tlys by f)rdiiiaiice. 

During the war the evil of inflation began to affect Indian 
economy. The total notes in active circulation rose from 
Rs. 172*37 crores on September 1, 1939, to Rs. 937 crores on 
January 26, 1945 - a rise of over 500 per cent. Over the 
same period the demand deposits of' the Scheduled Banks 
expanded by over Rs. 2 crores. The expansion of'the Indian 
currency was done against sterling securities wdiich increased 
from Rs. 59 crores to over Rs. 920 crores during the six years 
of war. From 28 per cent in 1939, the sterling securities in 
the Pap(;r Currency Reser\'e rose to 88*5 per cent in 1945. 
Prices now rose to high levels. 

During the war the (Government had to adopt exchange 
control, and after 1941, when thejapa*nese overran a number 
of countries near India, the (h)vernmenl had to forbid the 
import into India of foreign currency notes. When the 
Empire Dollar Pool W'as formed, for the purpose of making 
the best use of supplies of Iiard currcnch's available for Empire 
countries, India bec ame a member. 

In 1946 the Government of India pjromulgated a demone¬ 
tisation ordinance, depriving notes of Rs. 500, Rs. 1,000 and 
Rs. 10,000 of their legal tender character. I’hc objext of 
this ordinance was to penalize black marketeers and tax- 
dodgers. India has joined the International Monetary Fund, 
and today her currency holdings are highest amongst Asiatic 
countries. She is the fourth highest holder after the United 
Kingdom, the United States ancl France. 

In 1950, when Britain devalued her currency, India fol¬ 
lowed suit. This step was necessitated by the fact that nearly 
three-quarters of' Indian exports w’ere to the sterling area. 
T he effects of the devahaation on the country’s foreign trade 
have already been referrc'd to. India’s position w'as ren¬ 
dered somewhat dilhcult by Pakistan’s rc^fusal to devalue. 
T’he import of cotton and jute from that country was now 
handicapped, and imports from the dollar area al§o became 
more difficult. But India’s export trade received a sti- 
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miiliis. Anotiier eflbct of devaluation was a 30 per cent 
loss in the value ol sterling balances in so lar as they were 
employed for buying from the dollar area. But thanks to 
the improvement in her Imlance of payments position caused 
by devaluation, India did not draw anything from the sterling- 
balances in the period from July, 1919, to june, 1950. 


Section 2. 

INDIAN BANKINC; 
rnii: cjRowrn or jolvixstock banking 

Indian joint-stock banks were described some years ago as 
‘ the Cinderella of the Indian Banking system’. I'or a long 
time they have faced the hostility, veiled and open, of foreign 
as well as of indigencnis bankers: many have weathered a 
numb(‘r ol'crises and have now attained ver\ good positions. 

In the first quarter of the nineteenth century, joint-stock 
liiuiks were started by the English agency houses in Calcutta. 
Besides ordinary banking business, they financed internal 
trade and industr>, and issued notes. One of these banks 
acted as banker to the East India Company; most of them 
came to grief as a result of their speculative ventures and the 
transaction of business other than banking. 

Between 1833 and 1860, joint-stock banks were mostly 
established bv European houses. Ineflective auditing made 
possible grave mismanagement, and half the banks started in 
this period went into liquidation. A striking example of un¬ 
sound banking was furnished by the Benares Bank (1845-49). 
vSorne of the banks, however, were successful, and two had 
branches in India and in London, and one in China. 

The year I860 marked a turning-point, for it was then that 
the principle of limited liabilitv was first applied to the joint- 
stock banks. ShortK afterwards, they were deprived of the 
privilege of note issue. Between 1861 and 1865 there w^as a 
rnushrciom growth (^f lianking companies because of the cotton 
boom, and in the slump which followed almost every one of 
them collapsed. So rudely was public confidence in banks 
shaken that between 1865 and 1870 only one bank—the 
Allahabad Bank - was establ^^^^^ The progress made in the 
remaining years was far from satisfactory though a few big 
institutions such as the Oudh Commercial Bank (the first 
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bank to be a result of Indian enterprise, 1881), the Punjab 
National Bank, and the Alliance Bank of Simla now came into 
being. At the end of the century there were only nine banks 
with capital and reserve of‘ over five lakhs. 

Early in the present century, the Swadeshi movement pro¬ 
vided a powerful stimulus to banking. Some of the most 
important present joint-stock banks such as the Indian Bank 
(Madras), the Clenlral Bank of India, and the Bank of Baroda 
were now establislied. riie number of banks with capital and 
reserves exceeding five lakhs now doubled, and their deposits 
expanded from Rs. 8 crores to Rs. 18 crores. Vet l.)y 1917 
the total number of l)anking offices was woefully inadequate 
for the needs of' the countrv. Whereas India had only 402 
offices for a population of nearly 81 crores, the United King¬ 
dom had 9,188 offices for a population of about five crores, 
and Canada had 4,000 offices for a population of only eight 
millions. 

The period between 1913 and 1924 was one of severe trial 
for joint-stock banks, and 161 banks failed during these years. 
'Phc most important of' these were the People’s Bank and the 
Specie Bank, which failed in 1918, and the Alliance Bank of 
Simla, which went into liquidation in 1928. 'J4ie failures 
were due to many causes, amongst others the dishonesty of 
managers, the incompetence of directors, liigh rates of interest 
offered to attract deposits, bad and speculative investments, 
the low" percentage of cash to deposit liabilities, the slender 
paid-up capital, absence of' a sound loan policy, and the 
combination of banking wdth other business. ' In one or two 
cases,' says (j. F. Shirras, " banking included medical attend¬ 
ance, coach-building, etc 

Betw"een 1924 and 1931, joint-stock banks w"ere adversely 
affected by world ecorK)mic conditions, and more than 60 
banks went into liquidation. The Indian joint-stock banks 
had to encounter much antipathy from foreign institutions, 
and could not easih' get admission to the clearing houses.- 
Moreover, official opinion seemed to be gtmerally hostile to 
Indian banks. 

Foreign critics of Indian enterprise in joint-stock banking 
pointed to the bank failures as evidence of Indian incom- 

^ Imlian Finance and Banking, p. 305. 

2 Tho Indian Central Hanking Enquiry (^lommittec, Part II, Minority 
Report, p. 121. 
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petence. But this propaganda on behalf of foreign banks 
was misleading, as the history of joint-stock banks in this 
country shows certain striking instances of failure of banks 
run by foreigners—for example, the Bank of Bombay (1868), 
the Arbuthnol Bank, and the Alliance Bank of Simla. 
Moreover, as the Minority Report of the Central Banking 
Enquiry Committee pointed out: ‘ whereas in the case of the 
Alliance Bank, whose shares were quoted in 1922 at Rs. 290 
per sliare, the sliareholders got nothing, and the depositors 
got, through the liquidation, something like twelve annas in 
the rupee, in the case of the "Fata Industrial and the Calcutta 
Industrial Bank, the creditors were satisfied in full and the 
shareholders did not lose everything.’^ 

After 1931 joint-stock l)anks fared better, and their share 
in bank deposits increased from 31*6 per cent, in 1930 to 
40*2 in 1936—the increiise being mainly at the expense of 
the Imperial Bank of India and the Exchange Banks. 'Fhey 
sutfered a minor set-back in 1938, when the Travancore 
National and Quilon Bank -a scheduled bank—failed. I’he 
South Indian banking crisis which follow^ed w'as easily 
tided .over. 

I'he years of the Second World War saw a phenomenal 
expansion of the resources of Joint-stock banks l)ecause of in¬ 
flation. A number of new banks w'ith big capital came to be 
floated, and branch banking was considerably extended. India 
is now half-way between the United Kingdom and the United 
States in lu’anch banking. The expansion ol'branch banking 
exhibited such undesirable features as ‘ an undue concentra¬ 
tion of banking offices in the larger cities, a mushroom ex¬ 
pansion of branches by several small banks involving capita¬ 
lized expenditure beyond their resources, payment of high 
rates of interest on deposits, etc.’- The partition of the country 
in 1947 caused a good deal of dislocation in the l)anking 
system in the Punjai) and Bengal. Some banks were crippled 
and some had to suspend payments and later adopt schemes 
of arrangement. 

The annual report of the Reserve Bank of India on banking 
for the vear 1949 observes: ‘ In Jim it may be stated that Indian 
banks have, on the w^hole, withstood the strain caused by the 

^ Report, p. 118. 

- Annual Report of the Reserve Bank of India on the Trend and Pro¬ 
gress of Banking in India, 1949, 7. 
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war and post-war economic conditions together with the 
strain imposed by partition. The war-time expansionist pliase 
of Indian banking is now on the wane. To play their right¬ 
ful part in the development of tlie country’s economy, it is 
necessary that Indian banks should devote greater atten¬ 
tion to a consolidation of their resources and to the building 
up of sound banking traditions.’ 

BANKING LKCilSLA'l ION 

Although banking legislation in India was discussed as 
early as 1913-14, it did not materialize until 1936. The 
Indian Companies (Amendment) Act of that year added a 
separate chapter with provisions about banking companies to 
the Indian Companies Act. 'The Act of 1936 prohibited 
banking companies from carrying on business other than 
banking, and declared that no l)anking company should 
employ or be managed by a managing agent other than a 
banking company. Banks incorporated after the enactment 
of the law should have a minimum capital of Rs. 50,600, 
and charge on unpaid capital was prohibited. The Act pro¬ 
vided for the maintenance of reserve funds and cash reserves 
b)' non-scheduled banks, and for the grant by the Court of a 
moratorium to a bank in temporary difficulties. 

Administrative difficulties arose owing to disagreements 
about the definition of' a banking company given in the Act. 
Moreover, its inadequacy was strikingly revealed by the South 
Indian banking crisis of 1938. During the war, further amend¬ 
ments to the Companies Act restricted the growth of mush¬ 
room banks. It was only in 1^49 that a separate and com¬ 
prehensive Banking Companies Act was passed, applying to 
all banking companies except co-operative banks. Under it 
all banks were to be licensed; the Reser\'e Bank would issue 
the licence provided it w^as satisfied of the sound position of the 
applicant bank, and in the case of a foreign bank, if the law 
of the country in which it was incorporated did not discrimi¬ 
nate in any w^ay against banks registered in India. 

The Act laid down that a banking company with one office 
should have a minimum paid-up capital and reserves of 
Rs. 50,600, scheduled banks were still required to keep mini¬ 
mum reserves with the Reserve Bank, and other banks were 
to maintain in cash two and five per cent of their time and 
demand liabilities respectively. Interlocking directorates 
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among banking companies and the employment of managing 
agents were prohibited. Under the Act, no unsecured loan 
or advance should be given to any of the directors or firms 
in which the directors are interested. The Reserve Bank was 
given power to regulate the entire banking system in the 
country, and could give directions to banking companies 
about their loan policy. It could caution a bank against or 
prohibit it from a particular transaction, and could inspect 
any bank and call for periodical or ad hoc returns. Its prior 
permission is necessary for opening branches or transferring 
existing ones. 

The Act of 1949 was amended in 1950, when provisions 
were made to fac ilitate the amalgamation of banks. 

THK PRESIDENCY BANKS AND THE IMPERIAL BANK OF INDIA 

Early in the nineteenth century a State-aided bank seemed 
necessary to facilitate Government borrowings and to help 
the trading class. I'he Bank of Bengal, the first of the Pre¬ 
sidency banks, was established in 1806, one-fifth of its capital 
being subscribed by the Government, which shared in the 
voting and direction. In 1823 the Bank of Bengal was autho¬ 
rized to issue notes, and in 1839 to open branches and deal 
in inland exchange. The Bank of Bombay was started in 
1840, and the Bank of Madras three years later with a share 
capital of Rs. 50 lakhs and Rs. 30 lakhs respectively, of which 
the Government’s share was three lakhs in each bank. The 
Presidency Banks enjoyed the monopoly of Government bank¬ 
ing. Their nc^te-issuing power was hedged round by several 
restrictions and hence not of much value. In 1862 the banks 
lost even this limited power, and as a compensation the Gov¬ 
ernment placed its cash balances with these banks in the 
Presidency towns. 

During the Indian cotton boom in the ’sixties the Bank of 
Bombay was drawn into the orgy of speculation and in 1868 
it went into liquidation. But in the same year a new Bank 
of Bombay with an imposing capital of Rs. 1 crore was 
brought into existence. 

The Government’s part in the direction of the banks ceased 
with the passing of the Presidency Banks Act of 1876, when 
the Government withdrew its portion of the capital. But the 
banks remained to a limited extent banks to the Government 
and also played the part of ‘ bankers’ banks ’. They managed 
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the temp( 2 rary public debt of the Government of India and 
had the privilege of using certain minimum balances. I’he 
(iovernmenl’s balances were largely held in three reserve 
treasuries established in 1876. The unused cash of local 
banks was deposited with them, they made advances to the 
local banks, and came to their rescue in times of stress. 
Owing to the importance of tlie position they occupied, the 
Government retained sucli limited measures of control over 
them as the right of auditing their accounts and ol' compel¬ 
ling them to publish weekly statements of their accounts. 

The Presidency Banks were subject to certain restrictions. 
'I’hey could not deal in foreign exchange or borrow money 
abroad, and they had to conform to certain requirements in 
the matter of advances. The great prestige enjoyed by the 
banks ihniugh their close assf)ciation with the Government 
resulted in a great expansion of their business. From seven 
millions in 1858 their deposits rose to ,(,‘40 millions in 1918. 
Their cash position w’as very strong and their dividends were 
high. 

The amalgamation of the three Presidency Banks Jbr the 
purpose of creating a Central Bank w^as discussed for several 
years. The idea materialized in 1920, when the Imperial 
Bank of India Act w'as passed. The Imperial Bank, which 
came into existence in 1921, took over all the assets and 
liabilities of the Presidency Banks. The issue of additional 
shares brought up the authorize^d capital to Rs. ll j crores, 
of w'hich half was paid-up. Under the Act, the Imperial 
Bank established three local head oflices at Bombay, Calcutta, 
and Madras. Until 1935 the Government controlled it 
in various ways, and appointed a majority of the members of 
the Central Board. The control was withdraw^n in 1935, 
but even after that the Governor-General retained the power 
of nominating two directors of the Central Board and of 
appointing one Government official. 

Under the Act of 1921, there were a number of restric¬ 
tions on the Bank relating to its loan transactions such as the 
prohibition of the grant of unsecured overdrafts above Rs. I 
lakh, and the making of loans on advances for longer than 
six months. The Imperial Bank was also forbidden to do 
foreign exchange business. As banker to the Government it 
t did Treasury work free of cost, managed the public debt, and 
j provided machinery for floating loans. It was also the bankers’ 
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bank and managed the clearing houses, providing remittance 
facilities to the exchange and other banks as well as to 
the public. 

In order to increase the banking facilities in the country, 
the Government obliged the Imperial Bank to open not less 
than 100 branches in the five years after its creation. By 
lg26, 102 branches had been established. 

in 1934, as a result of the establishment of the Reserve 
Bank of India, the Imperial Bank (Amendment) Act removed 
all restrictions on its transactions. It was now free to engage 
in foreign exchange business and lend against immovable 
property. Because of its dominant position in the Indian 
mone)’ market it was authorized to be the agent of the 
Reserve Bank wherever the latter did not have branches. 

The special privileges accorded to the Imperial Bank have 
often l)een attacked, and the demand has come from some 
quarters that it should be nationalized. The Rural Banking- 
Enquiry C^omniittee declared that its banking monopoly 
should be strictly regulated, that the Indianization 
of the higher cadre should be effected, and that steps should 
be taken to enable all banks to remit funds through treasuries 
at cheaper rates. ‘ The role we envisage for the Imperial 
Bank in the banking and treasury systems of the country,’ 
the Committee declares, ‘ is primarily that of an auxiliary to 
the Reserve Bank.’ 

THE RESERVE BANK OF INDIA 

In 1.925 the Hilton-Young Commission made a strong plea 
for the formation of a Central Bank in India. The question 
whether such an institution should be State-owned or private 
was debated for a long time. It was clear that a Central 
Bank, if formed, should be outside the currents of party politics 
and not amenable to the influence of capitalists. Two efforts 
made in 1927 and 1928 towards setting up a Central Bank 
proved abortive. Thanks to the weighty recommendation of 
the Central Banking Enquiry Committee, the Reserve Bank 
of India Act was passed in 1934, and under this the Central 
Bank was established as a shareholders’ bank on April 1, 1935. 

It started with a share capital of five crores of rupees, 
divided into shares of 100 rupees each, fully paid. Except 
for shares of a nominal value of Rs. 2,20,000, held by the 
Central Government, the entire share capital was owned by 
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private shareholders, and the rate of dividend was limited to 
34 per cent. The general superintendence and direction 
of aflairs was vested in a Central Board of Directors. This 
had 16 members, and consisted of the (Tovernor and two 
Deputy Governors (appointed by the Central Government 
after considering the recommendations of the Central Board), 
four directors nominated by the Central Government, eight 
directors elected on behalf of shareholders, and one Govern¬ 
ment official nominated by the Central Government. For 
each of the five areas of Delhi, Bombay, Madras, ('Calcutta, 
and Rangoon a local board was constituted. 

It will be seen that the Government was over-represented 
on the Board. In contrast to England, where the meeting of 
tlic Board of Directors had to be held every week, in India the 
law required a minimum of only six meetings eiich year; and 
the elected members had therefore fewer opportunities of in¬ 
fluencing the Governor. Generally in many matters the 
Bank was led by the Government, an exception to this being 
over reduction in the Bank Rate at the beginning of 1946, 
when the Bank’s opposition to* the Government’s view proved 
successful. The first Governor of the Reserve Bank had to 
resign, when he could not see eye to eye with the Finance 
Minister, Sir James Grigg, on the lowering of the Bank Rate 
and the management of its investments. 

In 1948 the Reserve Bank was nationalized. One reason 
given for this step was tlie need for closer co-operation between 
the Government and the Bank. It was also pointed out that 
in the decade after its formation the tendency of concentra¬ 
tion of shares in fewer hands was at work, and of the 5,00,000 
shares 2,36,321 were held in Bombay alone, a fact which made 
the institution less national in character. Moreover, it was 
argued that the Reserve Bank had failed to link the indigenous 
bankers with the organized money-market, to establish a bill 
market, and to provide cheaper agricultural credit. Thus the 
grounds for nationalization w'ere different from those in some 
other lands. 

Under the Reserve Bank ofXffdia. Act of 1948, all privately- 
owned shares were transferred to the Government, the rate 
of compensation provided being Rs. IJ^S-10-0 per share. This 
was paid in Central Government promissory notes, bearing 
interest at a rate of three per cent repayable at par on such 
date as the Government might specify. The Act continued the 
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machinery of the Central Board with a changed composition. 
The Government could now issue directions from lime to time 
to the Bank, and it could, if necessary, supersede the Central 
Board. 

The preamble to the 1934 Act states that the Bank was 
constituted ‘ to regulate the issue of Bank notes and the keep¬ 
ing of reserves with a view to securing monetary stability in 
India and generally to operate the currency and credit system 
of the country to its advantage.’ The Bank was given powers 
similar to those of Central Banks in other lands. It was given 
the sole right to issue bank notes in British India, and the right 
to hold the cash balances of the more important commercial 
banks. (All banks included in the second schedule to the 
Act- i)anks having a paid-up capital and reserves of an ag¬ 
gregate value of not less than Rs. 5 lakhs—were required 
under section 42 to keep with the Bank a balance of not less 
than 5 per cent of their demand liabilities and 2 per cent 
of their time liabilities. ) The Bank w^as to be obliged to sell 
sterling at a rate not below Is. 5^-Jd., and to buy sterling 
at a rate not higher than Is. by'^d. for a rupee to maintain 
the external value of the monetary unit. Lastly, the Bank 
was given the right to transact Government business in India, 
the CY-ntral and Provincial Governments being rec{uired under 
section 21 of the Act to entrust the Bank with all their money, 
remittance, exchange and banking transactions, and to depo- 
.sit free of interest all their cash balances with the Bank. 

In addition to these purely central banking functions, the 
Bank was authorized to transact other business of a kind 
generally done by Central Banks, such as accepting money on 
deposit without interest, rediscounting bills, making loans 
and advances under certain conditions, issuing demand drafts 
made payable at its own offices or agencies, and purchasing 
and selling securities subject to certain restrictions, etc. The 
Bank could also render such services as advising the Govern¬ 
ment. the banks, and the public on banking and financial 
matters, collecting and publishing banking and financial 
statistics, and arranging for the clearance of cheques for banks. 

Section 19 of the Act of 1934 forbade the Bank to .engage 
in trade or otherwise have a direct interest in any commer¬ 
cial, industrial or other undertaking, to purchase its own shares 
or the' shares of any other bank or company or grant loans 
upon the security of such shares, to become the owner of im- 
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movable properly, make loans or advances, draw or accept 
bills payable otherwise than on demand, and allow interest 
on deposits on current accounts. 

\\"e have already described the Bank’s note-issuing function. 
As regards its foreign exchange obligations, during the war 
exchange control was exercised by the Exchange Control 
Department of the Bank. In 1946 the rupee was delinked 
from sterling when the Anglo-American l.oan Agreement was 
concluded and India became a member of the International 
Monetary Fund, and in 1947 the Reserve Bank oflndia (Second 
Amendment) Act provided for the convertibility of tlie rupee 
into other currencies. 'I’heReserve Bank was now authorized to 
buy and sell securities issued b\^ the Government of aii\' foreign 
country which was a member of the l.M.F. 'Fhe rate of 
exchange of the rupee was left to the Ciovernrnent’s decision. 

The relations of the Reserve Bank with the joint-stock 
banks have bc'en explained. Since 1956. deposits from the 
(iovernments with the banking d(‘partment have risen con¬ 
siderably. As a result of Partition, the deposits of the sche¬ 
duled banks with the Reserve Bank decreased from Rs. 104*33 
crorcs to Rs. 79*59 crores. 

Since its inception the Reserve Bank has done very useful 
work in certain directions. One of its achievements has been 
the introduction of cheap remittance facilities. In 1940 a 
new scheme of inland remittances was adopted. The Bank’s 
Report on Currency and Finance for 1940-41 declared : ^ The 
public, the trade and banks are utilizing the facilities afforded 
under the new scheme loan increasing extent, and the other 
Ibrms of remittances through the post offices, by messengers 
etc., are dwindling exc(>pt in interior tracts lacking in banking 
facilities.’ Another noteworthy part of its work has been the 
elimination ol* seasonal fluctuations in money-rates. Place 
variations have also tended to vanish. The intcr-bank 
call money rate has ranged from \ to I per cent, and the 
Bank has also achieved a big measure of success in managing 
the public debt and in floating loans for the Central and state 
governments. 

The educative value of the institution has been great, and 
through its statistics and publications it has helped to produce 
a better appraisal of the country’s economic position. Its 
part in the creation of the Industrial Finance Corporation 
and its efforts to keep the rupee exchange stable and to Tielp 
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the money market in times of stringency must also be reckoned 
among its fruitful activities. As regards the Bank Rate, it was 
brought down from se\’en to three pier cent in 1935, and was 
raised to 3^ per cent only in 1951 to relieve inflationary 
pressure. This shows that for a long period the rate was not 
effective. Rediscount as a means of credit control has had 
only a limited significance for the country. The Reserve 
Bank has not so far done much towards making the money- 
market a well integrated mechanism. The indigenous bankers 
who are still very important have not been linked with 
the Reserve Bank. Moreover, it has been complained that 
as a lender of last resort the Bank has not rendered substantial 
assistance. 

In support of the Bank’s policy in this matter, it has been 
said that it has not been approached sufficiently in advance 
by many banks faced with an emergency. In 1949, the Bank 
advanced Rs. 42*48 crores to banks; of these 32*37 crores were 
for general banking purposes, 6*15 crores for financing agri¬ 
culture and 3*25 crores were loans given to meet heavy 
withdrawals of deposits. The Reserve Bank has also been 
criticized for not keeping the value of the rupee stable, and 
for not assisting agriculturists substantially through its Agri¬ 
cultural Credit Department. Witli regard to the first criti¬ 
cism, it should be pointed out that during the war the Govern¬ 
ment of India had to carry out the war finance policy of the 
British Government, and this disturbed the internal stability 
of the rupee. Since Independence, the failure of the Reserve 
Bank to curb inflation has been due to the country’s lack of 
a good money market and because the Reserve Bank has not 
had sufficient power to accomplish anything decisive in this 
field. The criticism against the Agricultural Credit Depart¬ 
ment has already been considered. 

FOREIGN EXCHANGE BANKS 

Until 1949 the foreign exchange banks were not subject to 
control by the Reserve Bank of India. As they were incor¬ 
porated outside India, they did not come within the scope of 
the Indian Company law. In 1913 there were 12 such 
banks; their number rose to 18 in 1928, and today there arc 
15 exc hange banks with 63 branches. 

Indians had "various grievances against these institutions. 
They were said to discriminate against Indian nationals in 
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granting facilities ibr foreign trade, and to run down some 
Indian banks. The higher cadres have been reserved for 
Europeans. Another cause of grievance was their increasing 
competition in India’s internal trade. The chief obstacle in 
the way of Indian banks taking lo this sphere of business has 
been the difficulty of opening Inanches overseas and working 
them successfully. The Bank of India has. however, opened 
a branch in London. 


Summary 


Section 1. 

Until 183:);— 

Between 1818 and 1835 the rupee was made legal tender 
throughout India. 

1835-1873*'. The period of discussion about the adoption of a gold 

standard :— 

The Secretary of State now refused to concede the demand 
to introduce a gold standard in India. 


1874-1893 —Fall in the gold price of silver :— 

Because of the fall in the rupee exchange; the Government’s 
financial difficulties were greatly increased, and in 1892 it 
proposed to the Secretary of State that the mints should be 
closed to the free coinage of silver, and that arrangements 
should be made to introduce a gold standard. The Herschell 
Committee supported this view. 

Circumstances leading to the gold exchange standard :— 

1898—The Fowler Committee recommended the adoption 
of a gold standard with a gold currency. The effort to put 
gold coins in circulation in 1899 failed, and in 1900 the 
Government brought into force the Gold Exchange Standard. 
There were now two reserves—the gold standard reserve and 
the paper currency reserve—whose purposes were not clearly 
distinguLshed. 

The gold exchange standard up to 1925.*— 

The system w^eathered the exchange crisis of 1908-09. In 
1914 the Chamberlain Commission praised it. But during 
the war, ow ing to the great rise in the price of silver, it broke 
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down. In 1920, on the reuoininciidation of the Babington- 
Smith Committee, the Government fixed the rupee at two 
shillings, but its efforts to maintain that rate failed and in* 
N'olved it in a loss of Rs. 35 crores. 

Paper currency system up to 1925;— 

In 1861 the Paper Currency Act divided India into tliree 
circles of issue, and notes issued in one circle were legal tender 
only within it. T’he system now adopted was the fixed fidu¬ 
ciary system. The circle system was gradually put an end 
to after 1903. 

On the recommendations of the Chamberlain Commission 
and the Babington-Smith Committee, the Paper Currency 
Act of 1920 brought into existence the proportionate reserve 
system—the proportion of bullion backing fixed being 50. 

The Hilton-Toung Commission of 1925;— 

'Phis criticized the Gold Exchange Standard as being un¬ 
intelligible to the public, inelastic, unscientific, and not auto¬ 
matic in its working. It advocated the adoption of a gold 
l)ullion standard and the Is. 6d. ratio. The ratio controversy 
now began, and the wdiole discussion turned on what the 
natural rate was—Is. 4d. or Is. fid. A number of Indians 
wanted reversion to the Is. 4d. rupee. 

The Currency Act of 1927 established a Gold-Bullion-cuni- 
Gold Exchange Standard, The Government now' had the 
option of giving sterling instead of gold, but sterling was now' 
tied to gold. The Is. fid. ratio was adopted. 

Indian currency in the thirties :— 

In 1931, when Britain left the Gold Standard, the rupee 
w'as linked to sterling. This was said to help the Govern¬ 
ment’s finances and foreign trade, but was criticized in India 
as amounting to a sort of imperial preference because of the 
depreciation of sterling in terms of gold. 

Now there was a huge export of geld from India, and the 
Government refused to place an embargo on this on the 
ground that it was ‘ distress gold,’ flowing out of the country' 
on account of the rise in the price of gold. 

In 1935 the Reserve Bank of India was established with 
note-issuing powers, and the proportion of bullion backing 
was reduced to 40. 
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Indian currency during the Second World War :— 

The evil ol‘ inflation now developed to a great extent. In 
1946, 500, 1,000, and 10,000 rupee notes were demonetized. 

In 1950 the rupee uas devalued following the devaluation 
of sterling. 

Section 2. 

The growth of joint-stock hanking :— 

In the first cpiarter of the nineteenth c entury, banks were 
started by the English agency houses in Calcutta. Between 
1833 and 1860 joint-stock banks \A ere established mostl)' by 
European houses. 

1860—Limited liability was extended to joint-stock banks. 

Progress in the nineteenth century was not satisfactory, 
though a few big institutions such as the Punjab National 
Bank were established. 

The Swadeshi movement early in this century greatly sti¬ 
mulated joint-stock banking. 

1913-1924—A period of severe trial for joint-stock banks. 
161 banks failed cluring this period. 

1924-31- Joint-banks were adversely affected by world eco¬ 
nomic conditions. There were more than 60 failures, in¬ 
cluding some failures of banks run by foreigners. 

1931-1936—A period of prosperity for jc^int-stock banks. 
'Phev increased their deposits at the expense of the Imperial 
Bank of India and the Exchange banks. 

1938—South Indian banking crisis. 

During the Second World War there ^vas a phenomenal 
expansion of the resources of joint-stock banks. 

Partition dislocated the banking system of the Punjab 
and Bengal. 

Banking Legislation :— 

1936—The Indian Companies Amendment Act prohibited 
banking companies from engaging in non-banking business 
and imposed some other restrictions. 

1949—The Banking Companies Act was passed. Under 
it all banks were to be licensed, and the licence would be issued 
only if the Reserve Bank was satisfied that the applicant bank 
was in a sound position. The control of the Reserve Bank 
was enlarged by the Act to include the entire })anking system. 
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The Presidency Banks and the Imperial Bank of India :— 

1806—Bank of Bengal started. 

1840—^Bank of Bombay established. 

1843—Bank of Madras started. 

The Government owned a part of the capital of the Pre¬ 
sidency Banks. I’he Banks had the monopoly of Government 
banking business. 

Up to 1862 they had not^-issuing powers. 

1868—The Bank of Be^al went into liquidation and a 
new bank was started. 

1876—'The Presidenc\ Banks Act was passed. The Govern¬ 
ment withdrew its capital and began to hold a large part of 
its balances in Reserve Treasuries. 

1920—Passing of the Imperial Bank of India Act, under 
which the three Presidency Banks were amalgamated and the 
Imperial Bank of India was established. Until 1935 the 
Government controlled it and imposed a number of restric¬ 
tions on its activities. The Bank was banker to the Govern¬ 
ment and a ‘ semi-central bank ’. Within five years it opened 
100 branches. 

After the establishment of the Reserve Bank of India, the 
Imperial Bank was made its agent in places where the former 
had no branches. 

The Reserve Bank of India :—■ 

Started in 1935 as a shareholders’ bank under Govern¬ 
ment control, it was given the monopoly of note-issue. The 
Reserve Bank is a bankers’ bank which holds the cash balances 
of scheduled banks. It was also given the obligation of buy¬ 
ing and selling sterling. 

It has introduced cheap remittance facilities, and has 
managed the public debt with good success; it has not suc¬ 
ceeded in integrating the money market. 

In 1948 the Reserve Bank was nationalized. 

Foieign Exchange Banks :— 

Until 1949 they w^ere not subject to control in India. The 
Indians expressed a number of grievances against them. 
Now there are 15 banks with 63 branches. 



582 


ECONOMIC HISTORY OF ENGLAND AND INDIA 


[PT. II 


Chief Dates 

1835—The rupee was made legal tender throughout India. 
1861—The Paper Currency Act. 

1893—The Herschell Committee—J’he Mints were closed 
to the free coinage of silver. 

1898—The Fowler Committee. 

1900—The establishment of the Gold Exchange Standard. 
1907-1908—The exchange crisis. 

1913- 1924—Period of severe trial for joint-stock banks. 

1914— The Chamberlain Commission. 

1919— The Babington-Smith Committee. 

1920— The adoption of the two-shilling ratio. 

The Imperial Bank of India Act. 

1925—The Hilton-Young Commission. 

1927—Currency Act. 

1931—Rupee linked to sterling. 

1934— The Imperial Bank of India (Amendment) Act. 

The Reserve Bank of India Act. 

1935— The Reserve Bank established. 

1938—South Indian banking crisis. 

1946—Demonetization of 10,000, 1,000 and 500 rupee notes. 

1948— The Reserve Bank nationalized. 

1949— The Banking Companies Act. 

1950— Devaluation of the rupee. 



CHAPTER XIX 


THE HISTORY OF NATIONAL FINANCE 

FINANCIAI, RELATIONS BETWEEN THE CENTRE 
AND THE PROVINCES 

Before 1870, the financial system of India was one of ‘ bar¬ 
ren nniformiiy and pedantic centralization under which the 
entire revenue from all the provinces was regarded as belong¬ 
ing to a single pool, and money for even the smallest items of 
provincial expenditure could be drawn only with the sanction 
of the C>!ntral Government. As John Strachey vividly puts 
it: ‘ If it became necessary to spend £20 on a road between 
two local markets, to rebuild a stal^le that had tumbled down, 
or to entertain a menial servant on wages of 10s. a month, the 
matter had to be formally reported for the orders of the 
Government of IndiaSuch an arrangement was not con¬ 
ducive to good control of provincial expenditure by the 
Centre, which could have no exact idea of the real needs of 
the various administrative branches in the provinces, while 
tlic provinces for their part competed for increased shares of 
the national revenue, 'lliey had no incentive to economize, 
and no interest in developing the sources of public income. 

Lord Mayo thought that this state of affairs could be 
ended only by leaving the provinces to find the money they 
required for administrative improvements by local taxation 
or by economy. Without desiring a system of federal finance, 
he introduced a scheme of financial decentralization in 1870, 
Under this the major provinces had to finance the administra¬ 
tion of certain spending departments (so called because the 
expenditure needed to maintain them was far greater than 
the receipts from them). The departments transferred were 
police, jails, ec^cation, medical services (in part), printing, 
registration, roads, and civil buildiflgsl To meet the expen¬ 
diture a fixed agslgnment—which was, 40 lakhs less than the 
previous yeaiPs expenditure was made by the Centre, and the 

^ India, Its Administration and Progress, p, 113. 
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provinces were left to find the balance, if any was required, 
either by local taxation or by augmenting departmental 
receipts. No heads of revenue were transferred to the 
provinces. 

Mayo’s work re\sulted in considerable economy in the pro¬ 
vinces, and in direction of expenditure into more useful 
channels. It also produced greater harmony between the 
Imperial and the provincial governments. The financial posi¬ 
tion of the Central Government improved, but the defect of 
the settlement was to be found in the unequal grants made 
to the provinces. Since the actual expenditure of the pro¬ 
vinces at the time of the settlement was taken as the basis 
for the assignments made to them, the very lavish provincial 
governments got a big share, while backward provinces which 
were not spending much failed to get the money necessary 
for their development. 

The next step in the direction of decentralization w'as taken 
in 1877, when heavy famine expenditure caused financial diffi¬ 
culties for the Government of India. Lytton’s Government 
made separate contracts with the provinces, and under these 
a number of departments—land revenue, general administra¬ 
tion, law and justice, and miscellaneous—were made over to 
provincial management. Certain minor heads of revenue 
such as excise, stamps, law and justice were transferred to the 
provinces, which were also to receive annual grants from the 
Centre to cover the gap between their revenue and expendi¬ 
ture. Under these arrangements the Central Government 
secured a relief to the sum of Rs. 2,400,000. The settlement 
really enhanced the financial burden of the provinces, for the 
transferred revenues were insufficient to cover their expen¬ 
diture. The spirit of the new system was thus not consonant 
with Lord Mayo’s desire for decentralization. 

In 1882 Lord Ripon’s Government decided to divide cer¬ 
tain heads of revenue and expenditure between the Imperial 
and provincial governments, and to stop the annual grants 
to th^ provinces. The object of this step was to give” the 
provinces a new incentive to increase revenue. Now certain 
heads of revenue such as post office and telegraphs were 
Imperial, certain heads were whf)lly provincial, while heads 
1i£e forests, registration, stamps, and excise* were divided in 
different proportions between the two authorities. The new 
arrangemerif was informed by a generous spirit, but this dis- 
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appeared during subsequent revisions of tlie contracts in 1887, 
1892 and 1897. 

The Imperial Ciovernment ‘ still repudiated the idea that 
provincial expenditure had any relation to provincial reve¬ 
nuesand at the end of each five-year settlement it 
snatched away the balances built up by the provinces. This 
practice was deprecated by the Lieutenant-Governor of Bengal 
in the supreme Legislative Council in the following words: 
* The normal history of a provincial contract is this—two years 
of screwing and saving and postponement of works, two years 
of resumed energy on a normal scale and one year of dissipa¬ 
tion of balances in the fear that if not spent they will be 

annexed by the Supreme Ciovernment.It would be an 

immense gain to local administration if the Government of 
India could see its way to renewing the contracts with as 
little change as practicalilc on each occasion. It is only in this 
way that the element of fiscal certainty which was put for¬ 
ward in 1870 as one of the main objects of decentralization 
can be secured’.- 

The burdens on the provinces were glaringly unequal. 
Bombay and Madras had to surrender more than Rs. 1,200 
per 100 of the population, while the Punjab’s contribution 
amounted to only Rs. 820. Complaints about the unequal 
treatment of the provinces led to the enunciation in X9Qi of* 
the principle that ‘ so far as possible the same share of the 
chief sources of revenue should be given to each province,’ 
and to this the c|uasi-permanent settlements of 1908 gave 
effect. 

The whole problem of decentralization was reviewed 
in 1909 by a Commission, but it did not recommend any 
radical reform of the prevalent system. In 1912 Lord Har- 
dinge declared the settlement permanent; the Government of 
India held the option of distributing among the provinces 
special grants from surplus revenue, rhere were now in¬ 
equalities in the share of each head of revenue allotted to 
the provinces. 

The existence of ‘ divided heads ’ of revenue, and the dis¬ 
tribution of grants by the Centre, meant much interference 

^ Report of the I’axation Enquiry Committee, p. 391. 

“ Quoted by Gokhale in his evidence before the ^Velby Commission, 
Speeches and Writings of Gokhale, Part VI, p. 11. 
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by the Centre in provincial matters. The Monlford Report 
observed: ' I’he existing settlements are an undoubted 
advance upon the earlier centralized system but they con¬ 
stitute no more than a half-way house. If the popular prin¬ 
ciple is to have fair play at all in provincial governments, it 
is imperative that some means be found of securing to the 
provinces entirely separate revenue resources’.’ In their 
scheme divided heads had no place, certain heads being as¬ 
signed wholly to the Centre and others wholly to the pro¬ 
vinces. Since the distriluUion of resources suggested would 
result in a deficit in the central budget, a system of provincial 
contributions to the Centre—ct^ntributions being a fixed pro¬ 
portion of estimated provincial surplus—was proposed as a 
transitional measure. The Report also recommended that 
certain subjet-ts of taxation should be reserved for the pro¬ 
vinces, but the Centre should hold residuary powers. 

Since the scheme provoked a storm of criticism IVoni Madras 
and the United Provinces, which were called upon to con¬ 
tribute the greatest amounts, a special committee under Lord 
Meston was appointed to fix the provincial contributions. 
As there was c:ontroversy about the normal expenditure of 
the provinces. Lord Meston decided the initial contributions 
on the basis of the " increased spending power ’ of each pro¬ 
vince which resulted from the Monlford scheme of distribu¬ 
tion of revenues. Over a period of seven years the initial 
contributions were to be adjusted so as to become standard 
contributions leased on such factors as the relative taxable 
capacity of tlie provinces and their indirect contributions to 
the Central Government. 

Bombay, Bengal and Aladras protested bitterly against the 
award. The Joint Select Committee of Parliament accepted 
only the scheme of initial contributions, and stated that the 
ideal should ])e an ending of provincial contributions after 
some years. Against the recommendation of the Meston 
Committee, they proposed to grant shares of the increased 
income-tax proceeds to the provinces. 

Thus under the reforms, provinces drew their revenue from 
provincial heads such as irrigation, land revenue, forests, 
excise on alcoholic liquors, stamps, minerals, etc., could 
claim shares in the growth of revenue from income-tax, and 


Report, p. 109. 
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could impose certain taxes which were scheduled as reserved 
for the provinces. 

The calculations of the Meston Committee were upset by 
various factors such as the rising cost of living, price fluctua¬ 
tions, and currency instability. Provincial governments had 
to cut down expenditure on the ‘ nation-building services 
while the Central Government was also in financial difliculties 
in 1920-21, 1921-22, and 1922-23. In 1924 the Reforms 
Enquiry Committee, after referring to the grievances of the 
various provinces,* recommended a revision of the Meston 
settlement as soon as circumstances permitted. 

\Vhen, therefore, the finances of the C'entral Government 
improved in 1925, substantial remissions were granted to the 
provinces, provincial contributions were suspended in 1927-28, 
and the following year they were ended. The defects of the 
Meston award only resulted from the scheme of distributing 
sources of revenue, as proposed by the Montford report. The 
Meston Committee was not empowered to make changes in this 
scheme ‘ unless it found the strongest reasons for such a 
course’. As the Indian Statutory Commission says: ‘ Many of 

the defects of the so called “ Meston settlement ”.are 

inherent in any scheme for the complete separation of the 
sources of revenue 

The Montford scheme of separation of the sources of reve¬ 
nue was open to a number of criticisms. Elastic sources of 
revenue such as income-tax and customs were given to the 
Centre, although its needs were growing less than those of 
the provinces; provincial heads of revenue such as land 
revenue and excise were, on the other hand, inelastic. More¬ 
over, the provinces were treated very unequally. F’or exam¬ 
ple the sources dr revenue assigned to Bengal were much more 
inelastic than those to other provinces. Under the Montford 
scheme, provinces were allowed practically no power to tax 
industrial activities, and this made the position of the indus¬ 
trial provinces worse than that of the agricultural ones. 

In 1931 various schemes for rcallotting revenues were dis¬ 
cussed in the Round Table Conference. It l.)ecame clear that 
there was no need for a radical modification of the existing 

^ Report of the Reforms Enquiry Committee, para. 53. 

^ Report of the Indian Statutory Commission, Vol. I, p. 347. 
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system, and that adequate revenue could be secured for the 
provinces by giving them a share of income-tax and export 
and excise duties. 

The Act of 1935 brought about the desired change. Until 
then the proviiices drew their revenue only from sources spe¬ 
cifically assigned to them. Under the Act of 1935 they were 
to get part of their revenue from sources which they would 
share with the Centre. Under the new scheme the sources 
of provincial income were provincial taxes like land rev^enue, 
tax oh agrieultiiral incomes, irrigation receipts, forests, stamps, 
registration receipts, and excise receipts; the provincial share 
in income-tax. salt duties, central excises, and export duties; 
Stamps (commercial), terminal taxes etc. to be collected by 
the Centre but to be distributed in full to the provinces: and 
subventions and grants from the Centre. The resources ol the 
Federal Covernmcnl were to he nearly the same as Ijel'ore. 
The Centre had to share certain taxes w'ith the provinces, but 
it was "empowered to make up part of this loss by levying a 
number of surcharges. 

Before the inauguration of provincial autonomy, Sir Otto 
Nierneyer was appointed to study the financial position of the 
provinces and decide on the measure of assistance required 
by each. Forms of assistance recommend(‘d by him were the 
cancellation of the net debt incurred by a number of pro¬ 
vinces before 1936, annual cash subventions (wiiich he fixed 
for each province), and distribution of a further 12J per 
cent of the export duty on jute to the jute-growing provinces. 
As regards the distribution of the income-tax proceeds. 
Nierneyer fixed the percentage to be distributed at 50, and 
proposed that there should be no payment to the provinces 
for five years, the time needed for the Centre to consolidate 
its position. The provincial share which the Federal Govern¬ 
ment retained in the last y(‘ar of the first five-year period 
should be distributed among the provinces by six equal in¬ 
stalments during the next five years, provided the portion of 
the distributable sum which the Centre had, together with 
any contribution from the railways, aggregated to not less 
than Rs. 13 crores. Ten years after the inauguration of pro¬ 
vincial autononi)’ the provinces would get their full share of 
income-tax revenue. Nierneyer fixed the percentage of in¬ 
come-tax revenue which each province should receive, basing 
his scale of distribution partly on residence and partly on 
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population, but ‘ paying to neither factor a rigidly pedantic 

cTereferice 

The Nicnieycr award came under heavy fire from the vari¬ 
ous provinces that wen^ vigorously pushing their claims. It 
was said that in the recommendation of subventions, Otto 
Niemeycr favoured extravagant provinces which therefore had 
unbalanced budgets, and penalized provinces which had cur¬ 
tailed expenditure in order to balance their budgets. Most of 
the criticisms from provinces which claimed a larger share of 
the duties collected mainly in their area was really based on 
a lack of appreciation of the broad principles that should 
govern federal finance. As Niemeyer observed: " Even sup¬ 
posing it were practicable to ascertain to what part of India 
particular fractions of income (and therefore the incidence of 
the taxation burden) properly adhere, it is still arguable that 
in a Federation other considerations also are involved, parti¬ 
cularly if the benefits and incidence of other forms of common 
taxation are unequally divided as between the various part¬ 
ners The Niemeyer aw'ard was successful in ‘ launching 
provincial autonomy on an even keel ’ without jeopardizing 
the credit of the Central Government and the stability of 
its finances. 

'Fhe partition of the country necessitated some readjust¬ 
ments of the Niemeyer scheme, which had already been 
•changed a little. In 1949, under the Deshmukh award, the 
percentage shares of Bengal and the Punjab in income-tax 
revenue w'ere reduced from 20 to eight and .12 to five res¬ 
pectively. New allocations were"made from the divisible pool, 
which was increased partly by the reduction in the shares 
of Bengal and the Punjab and the shares released by Sind 
and the North-West Frontier Province. New' allocations were 
also made out of the jute export duty . This award has also 
came in for strong criticism from the states, and the Finance 
Gomriiission w'hich is now conducting its investigation may 
decide the question de novo. 

The new constitution practically retains in force the scheme 
of allocation laid down in the 1935 Act. In 1948 an expert 
<'ommiltee, under the chairmanship of Mr. N. R. Sarkar, re- 
•commended the continuance of the prevailing distribution in 

’ Indian Financial Enquiry' Report (1938), p. 13. 

“ Ihid., page 13. 
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view of the unstable conditions in the country. 'Fhe constitu¬ 
tion provides for the appointment of a.Finance Commission 
williin two years from the commencement of the constitu¬ 
tion, and thereafter at the expir\ of every fifth year or at 
such earlier time as the President deems necessary. 

The Finance Commission can make recommendations to 
tlie President about distributing ])etween the Union and the 
states the net proceeds of taxes which are to be or nia\' Ite 
divided between them, and about determining the shares of 
the various states. It can also rc‘Comrnend about the prin¬ 
ciples which should govern grants-in-aid of the revenues of 
the states out of the (bnsolidated Fund of India, the conti¬ 
nuance or modification of any agreement about trade, com¬ 
merce or finance concluded by the GoviTument of India with 
the government ol‘ any Part B state, and ' any other matter 
referred to the Commission by the President in the interests 
of sound finance 

Certain sources of jcvenue are now collected and appro¬ 
priated by the Union and the states respectively: certain duties 
are imposed In’ the Union hut are collected and appropriated 
by the states; certain taxes are levied and collected b\' the 
Union and assigned to the states. In another category are 
taxes levned and collected by the Union and distributed 
between the Union and the stales. 

When the native states were integrated wath the Indian 
Union, a Committee was appointed to bring about fiscal in¬ 
tegration. In pursuance of its recommendations, the Union 
Government assumed financial control and responsibility for 
Union subjects in tlic ‘ Part B ’ states from April, 1950. The 
actual administration of these subjects is done by state govern¬ 
ments acting as the agents of the Union Government. Full 
integration is expected to be achieved in ten years’ time. 

TAXATION AND EXPENDITURK IN INDEX 

A. The nineteenlh century :—Between 1814 and 1875 there 
t\cre only 15 years of surplus. The Sepoys’ Rising of 
1857 caused a large deficit, and in 1859-1860 half the revenue 
had to go to the army and military police. It was now that 
James Wilson became the first Indian Finance Minister, and 
within a couple of years his assiduous labour retrieved the 
Government of India’s finances. He recast the accounts 
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system, reduced military expenditure by Rs. 6J crores, and 
levied the income-tax as a temporary measure. When the 
financial position improved, the rate of import duties was 
reduced from 10 to 1\ per rent, and in 1865 the income-tax 
was abolished. 

In 1867-1868 the income-tax had to be reintroduced in the 
form of a licence tax on account of growing Government ex¬ 
penditure on better administration, and in 1870-1871 the rate 
of the tax attained a maximum of 3i per cent on all incomes, 
including those derived from agriculture. 

'J"he next important period of financial reform was begun 
by Sir John Strachey in 1877. Besides reorganizing provin¬ 
cial finance, the Government now started the Famine Insu¬ 
rance Fund, equalized the salt duty in northern arid southern 
India (thereby removing the big customs wall that had sun¬ 
dered India), and ended the general import duties (1882). 
rhese changes were made despite difficulties caused by war, 
famine, and falling exchange. 

After 1884 falling exchange became a difficult problem for 
the Government. In 1884-1885 the exchange fell by threepence 
and ‘ ev('ry fall of a penny meant an additional expenditure 
of over one crore \ ^ Rigid economy, revision of the provincial 
settlements, the conversion of the licence tax into a general 
tax on non-agricLiltural incomes exceeding Rs. 500 per an- 1 
num, and the enhancing of the salt duty restored equilibrium' 
by 1890. But three years later the exchange difficulty became 
most serious, and notwithstanding the improvement of revenue 
over the Budget estimate of 1891-1892 l)y about Rs. 1 crore, 
an estimated surplus had to be converted into a deficit of over 
one crore The revenue was augmented by tlie rcimposition 
of the general import duty at the old rate of five per cent 
(1894), by the levy of the cotton duty and a countervailing 
excise duty which outraged national sentiment and caused a 
serious agitation lasting for more than two decades. 

The exchange difficulty ceased with the year 1894, and the 
period 1895-1906 w^as on the whole one of prosperity. After 
1898 there was a handsome surplus every year until 1906. 
In this period the duly on cotton cloth was reduced, and a 
duty was levied on Tiounty-fed European sugar brought into 
thic country. Commenting on the finances of the Govern- 

^ Imperial Gazetteer of India, Vol. IV, p. 167. 
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rnent of India, Ciokhale said in the Imperial Legislative 
(.-oiincil in 1902: ' A surplus of se\'en crores of rupees is per¬ 
fectly unprecedented in the history of Indian finance and com¬ 
ing as it does on the top of a series of similar surpluses rea¬ 
lized when the country has been admittedly passing through 
very trying times, it illustrates to my mind in a painfully 
clear manner the utter absence of a due correspondence 
between the ('ondiiion of the people and the condition of the 
finances of the country He contended that taxation was 
really far heavier than it need be, and that the tax remissKuis 
made, being only what the Government had saved on home 
remittances as a result of the rise in exchange, did not come 
out of the Government's ordinary revenue. 

Expenditure on nation-building services was still low to¬ 
wards the close oi' the nineteenth cciitui y. I'he Welby Omi- 
mission on Indian Expenditure (1895-1900) disposed ol' 
‘Education’ in a single short paragraph. In 1880-81, out 
of more than Rs. 78 crores spent, the expenditure on educa¬ 
tion and sanitation amounted to only about Rs. 3 cn)res. 
Military expenditure was consistently high in the nineteentli 
century, and amounted to more than Rs. 20 crores in seve¬ 
ral years. 

lii) The present century up to the First World War: In the 
early years of this century, thanks to the zeal of Lord Cur/on. 
expenditure on education and agriculture was increased. I'he 
Government spent heavily on army reorganization and police 
reform. In this period n'venue from opium and salt dutv 
declined, but there was an increase in the proceeds of the 
customs, excise, income-tax and railwax revenues. 

B. Finance betueen 1900 and 1919;—J3uring the First World 
War expenditure on the army rose threefold. Additional 
revenue w^as i'ound by raising the import duties and increasing 
the income-tax. In 190:5-04 incomes lielow^ Rs. 1,000 a year 
had been freed of the income-tax. In 1916 income-tax wa.s 
made progressive on incomes exceeding Rs. 5,000 the rate 
ranging from six pies to one anna in the rupee. In 1917-18 
a graduated super-tax was levied in addition to the income- 
ta.x oh incomes above Rs, 50,000. A further addition to- 
revenue was made for one year (1919) by levying an excess 

^ O. A. Natesan, Speeches of Gokhale, p. 1. 
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profits duty, i’he revenues from railways, salt duty, and 
opium all increased. 

C. Public Finance —1919-1935:—(Central I'inance:—Even 
after the close of the war, military expenditure mounted 
steadily until in 1921-22 it was a little more than the entire 
net revenue of the Government of India excluding the pro¬ 
vincial contributions. Increased import duties, income-tax 
and super-lax could not end the era ol' deficits. A com¬ 
mittee under Lord Inchcape, appointed to consider the ex¬ 
penditure of all central departments, recc^mrnended retrench¬ 
ment to the extent of over Rs. 19 crores in Central expendi¬ 
ture. By 1923. when Sir Basil Blackett look over the financial 
helm equilil.)rium had I>een restored by a cut in military 
expenditure and increase in the salt duty. There followed, 
four years of prosperity, during which the salt duty was 
reduced and the odious duty on cotton excise was removed. 
Other significant achievements of these years were the sepa¬ 
ration of* railw'ay finance from general finance, the extinction 
<»f provincial contributions, the adoption of the fiscal protec¬ 
tion policy, and the consolidation and improvement of the 
public debt position. Before the First World War the most 
important source of India’s revenue was the land-tax. After 
the war the customs became the most important source. 

In 1928 Sir Basil Blackett ended his work on a note of 
optimism. But shortly afterwards, owing to the shrinking of 
Indian trade in the world depression, the revenue from the 
customs dwindled. The Government’s protectionist policy 
also operated towards the same effect by bringing down im¬ 
ports of finished products. In 1930 the earnings of the rail¬ 
ways began to fall, and the Reserve Fund was depleted twT> 
yeai*s later. In order to balance the budget the Government 
raised a number of import duties and in 1931 levied new' 
iihport duties. These measures, together with retrenchment, 
brought a surplus in 1932-33. In 1934 two excise duties, one 
on factory-made sugar and the f)ther on matches, were im¬ 
posed. The big surplus realized in thal Vear enabled the 
Centre to make grants to the provinces for rural develop¬ 
ment, developing the tribal areas of the North-West frontier, 
promoting broadcasting, civil aviation, and road construction. 

(ii) Provincial Finance 1919-1935:—In the ’twenties expen¬ 
diture in the provinces rose by about 22 per cent, but there 
was little increase in the revenue of the Central Government. 
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Provinces dilfered in the extent of their dependence upon 
particular sources of revenue. Bengal relied a lot on revenue 
from ‘ stamps,’ most of which was the result of litigation. 
Madras, Bihar, and Orissa depended to a large extent on 
excise, while the United Pro\inces and the Punjab drew more 
than half their revenues from the land tax and charge for 
water. Of the taxes in the scheduled taxes list, Bengal, Bom¬ 
bay, and Madras levied the betting and amusement taxes, 
but their yield was small. As regards expenditure Sir Walter 
Layton wrote in 1931 : ' Phe standard of service rendered by 
provincial governments—both in quality and amount—was 
appreciably lower in the poorer parts ol' India than in those 
that arc more well-to-doP' Total expenditure a head came 
to Rs. 1*P> in Bihar and Orissa, 2*“) in Bengal, and in Bombay 
it amounted to 8*3. Expenditure on education increased by 
82 per cent in Madras between 1922 and 1930, and that on 
public health l)y Ilf) per cent, whereas in Bengal the cor¬ 
responding ligures were 21 and 24. 

D. Public Finance since 1933;— 

Cienlral Finance :—On April 1, 1937, Burma was sepa¬ 
rated from India, and provincial autonomy was inaugurated. 
The creation of the separate provinces of Sind and Orissa 
was another development which lent a special importance to 
the 1937-38 budget. The net ( ost of the separation of Burma 
was estimated at Rs. 2*33 crores, a figure arrived at by deduct¬ 
ing from the estimated Joss in revenues the receipts from 
Burma under the Amery ^^ribunal Award (an annual pay¬ 
ment in respect of the pre-partition debt of Burma and pen¬ 
sions for the Indian officials who had served in Burma). 
Now the Nieineyer Award meant sonic loss of revenue to the 
Oentre (the Joss due to tJie J2^ per cent increase in the pro¬ 
portion of the export duty on jute payable to the jute-growing 
provinces was Rs. 36 lakhs) and an increase in the grants 
paid by the Centre. The total cost of Provincial Autonomy 
to the Clentre for 1937-1938 was estimated at Rs. 185 lakhs’. It 
was onl\' by economies in administration and by postponing 
or abandoning schemes of heavy capital expenditure that in 
1937-38 tlie Central Government almost balanced its Jiudget. 

’ Report of the Indian Statutory Gommissic»n. ^'ol. II, p. 231. 

“Report on C^urrency and Finance for the years 1935-36 and 1936-37, 
p. 3. 
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Under the Income-tax Amendment Act of 1959, the main 
recommendations of the Income-tax Enquiry Ciommittee of 
1936 were carried out. 'I'he ‘ slab ’ system was now s ubst i¬ 
tuted system , under which the whole income was 

taxed at a rale depending upon the income level. Now dif¬ 
ferent slabs of income came to be taxed at different appro¬ 
priate rates. 

In these years the customs duly was the main source of 
the Government’s revenue. TJie relative contribution ol*pro¬ 
tective duties was diminishing, the most spectacular fall being 
the revenue from the sugar import duty. I’he Ciovernrnent 
tried to offset this fall by excise duties, and in the few years 
])efore the outbreak of the Second World War the importance 
of excise duties in the scheme of central finance was increasing. 

As regards expenditure, in 1937-38 about 45 per cent of 
the total expenditure was l()r military purposes. The follow¬ 
ing table shows the percentage of militarv expenditure in 
1922,’29 and’37-38: — 



1922 

1929 

(A. J. Toynbee) 

1937-38 


(K. T. Shah’s 
estimate) 

(Estimate 
by Shirras) 

Itidia 

63'8 per cent. 

45-29 

43 

U. K. 

53-7 „ 

14-75 

26 

U. S. A. 

38-2 „ 

16-09 

13 


The central expenditure on nation-building services was 
miserably low. 

During the w^ar, defence expenditure shot up from Rs. 53 
crores in 1939-1940 to about Rs. 400 crores in 1944-45. The 
total expenditure charged to revenue, which in 1938-39 had 
stood at Rs. 85'15 crores, in 1944-45 touched 512*65 crores. 
Tite figure of defence expenditure given does not include 
amounts spent by the British Govwnment under the financial 
settlement between His Majesty’s Government and the Gov¬ 
ernment of India, and the Lend-lease-aid received from the 
United States. This big expenditure was met by new^ taxes^ 
by the raising of old taxes, borrowing, and resort to inflation. 
In 1940 a surcharge of 25 per cent was levied on income- 
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tax, super-tax, and corporation tax, and this was subsequently 
raised. The Excess Profits Tax was imposed in 1940-41 at 
the rate of 50 per cent on all alinormal war profits in excess 
of a taxable minimum of Rs. 30.000; the rate was raised to 
663 per cent in 1941-42. This was discontinued on earn¬ 
ings arising after Marcli 31. 1946. 

In the war vears some excise and import duties were pushed 
up, and in 1943-41 excise duties were imposed on tobacco 
and vegetable products. \ext year saw the levy of three 
more excise duties—on coffee, betel nut and lea. The Gov¬ 
ernment was deriving less than Rs. 10 crores from excise 
duties in 1937-36; after tlie war it drew’ about Rs. 70 crores. 
Another important change during the war w’as the greater 
application of the progressive principle to die country’s tax- 
structure. Direct taxation bc'came more important, the pro¬ 
portion of taxes on income to total tax revenue having gone 
up from 26 to 70 per cent between 1938-39 and 1944-45, 
The yield of customs duties now’ decreased, and at the close 
of the war protective duties brought only about I J per cent 
of the total revenue from import duties. 

In 1947 the budget of Liaqat Ali Khan, the Einance 
Minister in the ‘ interim government,’ aimed at combating 
inflation and ensuring ‘ distributive justice '—being the first 
important budget framed wuth the latter objec t. The rate of 
surtax on higher incomes was raised, a business profits tax 
was levied, capital gains w’ere brought within the scope of 
the income-tax, ancl the corporation tax was raiserJ. fhe 
odious salt tax, against which Mahatma (xandhi had been 
preaching for a long time, was now abolished. This budget 
evoked severe criticism from business circles as a damper on 
initiative. In the subsecjueiit years these changes were can¬ 
celled with the; object of ' securing a revival of confidence.’ 
Since the war the taxes on income have tended to decrease 
ill importance, while those on commodities have shown the 
opposite tendency. Additional import duties, mostly ou 
luxuries, have been levied, and the Government has also re¬ 
sorted to lev-ying export duties for revenue purposes. An 
interc^stiiig feature of taxation in 1949 was the levy of an ex¬ 
cise duty on cotton cloth (25 per cent ad valorem on super¬ 
fine, per cent on fine and 1 pice per yard on coarse and 
medium cloth). The duty, w^hirh in the days of British 
rule w’as perhaps even more hated than the salt tax, w’as now 
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justified on the ground of a change of circumstances. Ii was 
not an alien Government that levied it; there was no fear of 
foreign competition; the duty would help the hand-loom in¬ 
dustry; it was necessary to compensate the loss of revenue 
resulting from the abolition of the salt tax; these were the 
arguments by which the Finance Minister tried to dispel the 
unpleasant reminders ol' a not distant past. On the whole, 
in the post-war years the tax-structure seems to have become 
less satisfactory from the standpoint of distribution of wealth 
in the community, but the change has been justified on the 
ground that it is more helpful to production. 

On the expenditure side, the increase in expenditure on 
national development has been the striking feature of' post¬ 
war finance, and this accounts for the deficit in the liudgets 
of this period. 


PR0\TN( aAL FINANCE 

When provincial autonomy was established, the pro\ incial 
governments began to give great attention to the nation¬ 
building departments on which expenditure had been very 
low, and their progress in three years in this direction almost 
equalled that of the preceding 15 years. But progress was 
not uniform in all the provinces. Bombay, the United Pro- 
vinc(;s and the Punjab made the most striking advance. Some 
provinces, like the Punjab and the United Provinces, created 
special devehjpinent funds out of rev enue surpluses. 'Phe per 
capita expenditure on social services was, how(wer, still low 
in 193(3-!^7, exceeding one rupee only in four provinces. 
Expenditure onjudustries in the different provinces was only 
a small percentage of the total expenditure. Even in the 
industrial province of Bombay it rose only to one per cent 
of the total expenditure. 

During the Second World War the per capita expenditure 
in a number of provinces went up from two to four times, 
but at the higher level of prices and wages, expenditure on 
nation-building services was very low. In contrast to the 
Centre, finances in the provinces were regulated on orthodox 
canons, and the ideal of a balanced Imdget was strictly 
pursued. 

Under the popular ministries i^w taxes—the sales tax, 
agricultural income-tax, entertainmehi tax, urban immovable 
property tax, raw jute tax, and employment tax—were levied 
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in a niiniher of provinces. 'I’he sales tax has now beconie tlic 
mainstay of the Statens’ revenues. Diirini; the Second World 
War the rates of some of these taxes were raised. Owing to 
this and to larger receipts from land re\enue, excise, and 
forests, and to an increase in tin* yield ot income-tax, pro¬ 
vincial revenues improxed in this period. Bombay, Madras, 
the ITnited Ihovinces. the Punjab, the Cientral Provinces and 
Berar built up post-war reconstruction funds, while some pro¬ 
vinces lik(‘ Bengal failed to prosper. 

After the coming of Independence, the c.>gienditure of the 
state governments on nation-building rose strikingly. The 
following figures indicate progress in Niadras:— 


Services 

1945-46 

In Lakhs of 
Rupees 

1950-51 

In Lakhs of 
Rupees 

Percentage 

oi' 

increase. 

Education 

460 

1,031 

124 

Medical 

180 

313 

74 

Public health 

55 

108 

96 

Irrigation works 




(Revenue and ca¬ 




pital accounts) 

97 

967 

i 897 

Agriculture 

74 

314 

324 

^^eterinary 

24 

54 

125 

Co-operation 

51 

80 

158 

Industries 

72 

186 

155 

Electricity (capital 




account) 

69 

700 

915 

Total 

1,062 ^ 

i 

3,753 : 

' 



'Phere have iiot been any striking innovations in taxation. 
In Madras the introduction of prohibition has meant an 
annual loss of nearly 17 crores of rupees under excise. This 
loss has been made up by the reserve from commercial taxes. 

THE HISTORY OF THE Pl'BIJC DEBT 

rhe origin of,the public deb t of India is to be found in 
the wars of the East India Clompan v. Before 1867-1868, pub- 
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lie debt was a lmost entiicl y uuproduct ivt !. In that year the - 
State incurred capital e xpenditure on railw ays and irrigation."^ 

()ne writer remarks: * The classification and distribution of 
debt into productive and unproductive are both arbitrary. 

I^arge amounts of surplus revenue had been utilized to wTite 
off these debts so that if a proper account were made of all 

financial Iransacticnis.the a«gre^ate of such items 

would exceed the given public del)t figures’.^ Howevei-j tak¬ 
ing the oflicial classification, we may say that h\ 1892 India’s 
productive debt was greater than her ' deadweight debt’. 

Much of the debt contracte d Jbefore the First W(^ W ar 
^vas s^xyduig-Jclit! European merTHiiants and civil servants 
subscribed to Government of India loans, and public loans 
of India were floated iru London, 'i'he stress ol‘war revealed 
the ])ol.entialilies ol the Indian market, and increased the 
importance f)l’ rupee loan s. In the war years the Indian 
ru pee debt. ixiscriijULm. 179*77 crores in 1914 to 358*78 
cTores, a 99*5 per cent rise, while sterling debts went up 
only by 14*4 per cent, from Rs. 265*81 to Rs. !104*08. 

B(‘tween the wars, India’s lump payment of ^'100 million 
to the British Cfoveriirnent as her (’onlributi(jn to the WTir 
effort, the purchase by the Government of the K.I. and G.l.P. 
railways, and budget deficits all swelled both the rupee and 
the sterling debts. Tudin^s sUTlfifif, 519-1-^ 

ir t 14)34 . while her rupt^cldj^jw^ lo Rs^ 709*96 
In llie end of March, lTi3[f By 1939 her im prod urtjv.e debt 
became less important, constituting only about 19 p er cent 
<»f the total debt, 'Fhe real burden of the debt on the tax¬ 
payer was tlicrelbre small, but of tlie total interest payments 
of Rs. 45*74 crores in 1938-39, only Rs. 11*12 were cliarged 
to the general revenues. 

Of the total public debt of Rs. 1205*76 crores in 1938-39, 
al)out 900 crores represented permanent or funded deb t 
(rupee loans floated in India plus sterling loans floated in 
England), and 229*31 crores the u nfunded debt (a number of 
interest-bearing obligations such as state provident funds, 
postal cash certificates, savings bank deposits and the ser¬ 
vice funds held in England), wdiile the floating deb t (Treasury 

1J. C. Kumarappa, Clive to Keynes {A Survey of the History of our Public 
Debts and Credits), 
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Bills and \Va> s and Means Advances) amounted to Rs. 
crores. Between 1924 and 1936 the balances un der post al 
cash certificat es incr eased from 8,42 lakhs of rupees to 6 5,98 
laCTis ancT tins aided the Government to a great extent in 
financing its capital programme. 

In 1937-38," when the average market prices of sterling 
securities were much lower than those o( corresponding rupee 
securities, it was decided to repatriate the sterling debt, and 
the amount repatriated (Time to about ;('3‘)0 million in 1944. 
In 1937-38 the Reserve Bank was authorized by the Govern¬ 
ment of India to purchase sterling securities in the open mar¬ 
ket in London in limited quantities, and before the war these 
were cancelled b\ the Government largely from current 
revenues and only partly by floating rupee loans in India. 
The increase in India’s favourable* balance of accounts after 
the outbreak of the war made possible i'urther repatriation. 
In 1939-40 the Gewernment issued rupee counterparts to the 
tune of Rs. 12*45 crores. In 1940 open-market purchase of 
sterling securities was coupled with the policy of voluntary 
transfer. Only Indian investors, who preferred rupee to 
sterling securities, resorted to voluntary transfer. Next year 
siiw the important Government step of beginning the com- 
p iilsorv acq uis i tiqn of* the whole of India\s terminable 
loans. This meanTa Treach of contract with the investors, 
anSrVas possible only because of the concurrence of His 
Majesty’s Government. The investors did not suffer, how¬ 
ever, as the purchase was done at prevailing market prices 
of securities. In carrying out the scheme, rupee counter¬ 
parts and nd hoc IVeasury Bills were issued to the Reserve 
Bank. In 1941 the Government took the step of fu ndin g 
r ailw ay annuities and the repatriatioii of sterling Rail¬ 
way D^enUinr^ 

'rhe r epatriati on policy was criticized on two grounds. 
It was contended that the Ciovernment should have waite d 
forja more favou rable time to briim abo u t re patria tion, and 
should not have pursued the policy to facilitate the British 
Government’s war fiiiance in India. Another ground of cri¬ 
ticism was that the. rnc ^od of rais ing finance to carry out the 
policy was to a la rge extent inflationar y. But repatriation 
brought the aclyaiiLa^ of the virtual cessation of the annual 
payment of interest on foreign lo^, with its consequerTt r elief 
t o foreig n e^iange, th? r ise of In dia’s credit in the inter- 
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national money-market , and the p ossibility of securing ad- 
ditional reven ue by j^ing the int^esron intern al loan s. 

In3la "ernSged from tne”*war a credmSF'cdurUry. Before 
the war, the sterlini? held by the Reserve Bank as part of the 
Paper Currency Reserve amounted to Rs. 64 crores. In 1945- 
1946 India’s slerlini^ balances stood at Rs. 1,733 crores. This 
accumulation was the resulCof the^ British Cjo vernm^it’s war 
ex penditure in India , the^^ ompulsory diversion t Q~~tlie Empir e 
D ollar Po ol ord ollar and other non-sterling a ssets held by 
Indians ancT thc ^nnual dollar earmruys arising from the nor¬ 
mal trade balance and^ Arhcrican mlTitarv expenditure in 
India . While sections of British public opinion favour^ a 
scaling-down of these balances on the grounds that Britain 
defended India and inflationary prices were charged for 
Indian goods supplied to Britain, Indian opinion regarded 
them as hard-earned savings, made possible by postponement 
of consumption and economic development, and by severe 
taxing of India’s fixed capital. It w^as also said on the Indian 
side that goods were supplied at controlled prices to Britain. 

The idea of scaling-down did not materialize, and in 1947 
and 1948, under two six-monthly agreements, million 
were released by the British Government. These releases 
created uncertainties in India’s foreign exchange position and 
interfered with a balanced import policy, difficulties which 
by subsequent agreements the Government sought to remove. 
Further releases were secured under agreements concluded in 
1948, 1949 and 1950. In Ta nuarv, 1952^ India’s balances in 
sterling account stood at Rs. 782 crore s (£586 million). 
Since the war India has had to live on her war-time savings. 
A good part of this has been spent on purchases of food and 
other consumer goods. 

SlTMMARY 

Financial relations between the Centre and the provinces :— 

Before 1870 the entire revenue of the country was thrown 
into a pool, and provincial expenditure was strictly controlled 
by the Centre. 'Phis caused much inconvenience and killed 
the incentive to economy in provincial administration. 

In 1870 Lord Mayo introduced a scheme of financial de¬ 
centralization. Certain spending departments were trans¬ 
ferred to the provinces, and a fixed assignment of revenue 
was made to them. 
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In 1877 more departments and certain minor heads of 
revenue were transi'erred to the provinces, which were to 
receive an annual grant from the Centre. 

1882 Lord Ripon divided certain heads of revenue be¬ 
tween the Centre and the provinces, and stopped the annual 
grants. 'Lhis was a five-year settlement, and during sub¬ 
sequent revisions fiscal certainty vanished. 

1908 There was a quasi-permanent settlement, reviewed 
the following year by the Decentralization Commission, and 
made permanent in 1912. 

1919 The Montford scheme did away with the ‘ divided 
heads'. Since the new distril^ution would result in a cen¬ 
tral deficit, a system of provincial contributions was proposed. 
Lord Meston settled the amounts of contriliutions l)y various 
provinces. His calculations were upset by changes in econo¬ 
mic conditions, and the provincial contributions were sus¬ 
pended in 1927-28. 

1935 - Under this years new cfuistitution. provinces were 
to share the proceeds of certain taxes with the Centre. A 
new scheme for distributing heads ol' revenue was applied, 
and pro\ ision was Tnad(‘ for subventions and grants from the 
Centre. 'Llie details were worked out b\ Sir Otto Niemeyer, 
whose award was criticized by the provinces. 

1949 Deshmukh made some modifications in the award. 

The present constitution practically accepts the 1935 allo¬ 
cation, and requires the setting up of a Finance C'ommission. 

Taxation and expenditure in India:— 

The income-tax was levied shortly alter the Rising of 1857. 

1877—Sir John Strachey started the Famine Insurance 
Fund and made other financial reforms. AH the import 
duties were removed in 1882. 

1884-1894 -Serious exchange difficulty. 

1898-1906—Era of budget surpluses. 

1895-1900--The VVelby Commission enquired into expen¬ 
diture. 

Under Lord Curzon early in this century, expenditure on 
agriculture and education went up. Revenue from opium 
and salt duty declined. 

During the First World War army expenditure rose greatly. 

Between 1919 and 1935 customs increased their importance 
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in the central revenue. The cotton excise levied in 1893 
was suspended in 1924. In 1934 excise duties were levied on 
.sugar and matches. There was little expansion in provincial 
revenue. 

Since 1935 the importance of the excise has increased in 
the Central revenues. In 1939 the income-tax was reformed. 
During the war defence expenditure mounted enormoush'. 
In the years after Partition tax reliefs were given to aid pro¬ 
duction. The tax system, w4iich became extremely progres¬ 
sive during the war, has since become less so. 

In the provinces new taxes like the sales-tax and agricul¬ 
tural income-tax have been levied since 1935; and since In¬ 
dependence expenditure on nation-building services has 
gone up. 

Public debt :—- 

Before 1867-68 public debt was mostly unproductive. In 
1892 productive debt exceeded unproductive debt. During 
and after the First World War the rupee debt increased 
much more than the sterling debt. By 1939 the unproduc¬ 
tive debt became a small proportion of total debt. 

1937—Repatriation of sterling began and by 1944 a great 
part of the debt had been repatriated. I'he financing of 
repatriation was inflationary. 

India accumulated large sterling balances by supplying 
goods to England and by her favourable balance of trade. In 
1947 and 1948 a part of these has been released. 

Chief Dates 

1870—Lord Mayo’s scheme of decentralization. 

1877—Lord Lytton’s scheme of decentralization. 

1882—I..ord Ripon’s scheme of decentralization. 

Import duties were removed. 

1894—Cotton excise levied. 

1919—Montford Reforms. 

1934— Levy of excise on sugar and matches. 

1935— Federal constitution. 

1936— Niemeyer award. 

1937— Separation of Burma and inauguration of provincial 

autonomy—Repatriation of sterling began. 

1939—Reform of the income-tax. 

1947—^Abolition of salt tax. 

1949—Deshmukh award. 



CHAPTER XX 


LABOUR MOVEMENT AND LABOUR LEGISLATION 
Section 1. 

I’HE LABOUR MOVEMENT 
BEFORE 1914 

'Trade uTiioiiism as a movement has only a very short lustorx 
in India, havini* been launched by the industrial unrest re- 
sultini:* from the First World War, and it has often drawn its 
strength from political springs. Belbie the First World Wai' 
only isolated slirrint^s of class-rons(aousness were to l)e seen, 
not any co-ordijiated action which could be called a movement. 

'The first recorded collective representation of their claims 
by the workcTs took place in 1844, when mill-hands met in 
conference to i»ive their views to the Factory (Commission 
then sitting in Bombay. Six years later the Bombay’ Mill- 
hands Association was Ibrmed, Ijut this foundered before long 
for want of* good organization and suflicient financial re¬ 
sources. 'The first notable labour organization of India was 
register<!d in 1899 under the Indian Gompanit*s Act, and this 
Amalgamated Society of Railway Servants of India and 
Burma was main- y(!ars later renamed and registered under 
the 'Trade Union Act of 1926. 'Fhe early' years of the present 
century witnessed sporadic outbursts of trade union activity. 
Such associations as the Printers’ Union of CJalcntta. the Postal 
Union of' Bombay, and the Kamgar-Hitwardhak Sabha 
(W'orkmen’s Welfare Association) of Bombay were founded 
during these seminal years, 

I’HE I.KCJAI.IZATION OF I'RADE UNION AC I IVITV 

1918 was the birth-year of the Indian trade union move¬ 
ment, and the decade that followed saw the emergence of a 
variety of w^orkers’ organizations and of the working-class as 
a factor in Indian politics. In 1918 an industrial organiza¬ 
tion w^as formed among the Madras Textile Labourers, as 
well as a Clerks’ LTnion and a Postmen’s Union in Bombay, 

604 
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and a Seamen’s Union in Calcutta. It \vs a time when wages 
lagged far behind prices, and conditions were hard for the 
workers while the industrialists were exulting over an unpre¬ 
cedented boom. A strike wave swept through the country, 
and the unrest l)r()ught forth a crop of unions, most of which 
were little more than strike committees. 

Under the stress and inspiration of such varied develop¬ 
ments, nationa l as well as internationa l, as the success of ' 
strikes, the Swaraj moveme nr (1921-24). the R ussian Rcvol u- 
tion of 1917, and the establishment of the Ir^te rna iional 
Labo ur Orj»mn/alion in 1919, Indian trade unionism, which 
Inid been born amidst unrest and travail, stabilized itself and 
soon became a force of much power and potentiality. The 
crowning event of this initial stage in the development of 
trade unionism was the formation in 1 920 o f the All India 
T rade Union Con gress. Among factors w'hich leT to Its 
creation was the need to send delegates to the International 
Labour Conference. 

A serious deficiency which the Government now had to reme¬ 
dy was the absen ce of legi slation on trade u nio ns. In 1921, 
in a suit against the leaders of the Madras Textile Labour 
Union, the High Court of Madras, following English com¬ 
mon law, gave the verdict that trade unionism was an illegal 
conspiracy. 'Lhis decision provoked much resentment among 
the working class. In March of the same year a deputation 
of the Britisli Trade Union Congress waited on the Secretary 
of State for India, and urged the necessity for legalizing 
trade union activity. In the same year Mr. N. M. Joshi in¬ 
troduced a bill for the registration and protection of trade 
unions in the Central Assembly. This was accepted with 
slight alterations by the Government of India, and it became 
law in 1926 . Th e Indi an Trade_-lIuiQll&-Act was amended 
two years later with a view to facilitating the procedure of 
appeal against the decisions of a Registrar refusing or cancel¬ 
ling a certificate of registration. 

Under the Act, the r egistration of trade unions was only 
optional. One condition laid down for the grant of the cer- 
tificate of registration was that at least half of the total num¬ 
ber of its office-bearers must be actually engaged or employed 
in the industry with which the union was cf)ncerned. 

Officers and members of any registered trade union, who 
make agreements towards furthering the legal objects of the 
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Union, are protected by the Act against criminal proceedings. 
The Act also laid down that an agreement among members 
of a registered trade union was not void merely because its 
aim was in restraint of trade. Moreover, officers and mem¬ 
bers of a registered trade union engaged in furthering a trade 
dispute were also granted immunity from civil suits that 
might be filed against them on the ground that their action 
was an interfeience with the trade, I)usiness or employment 
of other persons. Another important provision of the Act was 
that a registered union could not be sued for any tortious 
acts of its agents if committed without the knowledge of or 
against express instructions given by the executive of the union. 

Under the Act, the general fund s of a registered union could 
be devoted o nh^ to certain specified objec ts. The option was 
given of constituting a sepai;al(yfnnd for promoting the civic 
and political in teres ts^^^^^^ provided that contributions 

to such a fund were voluntary and no disability was inflicted 
on a noii-sulxscriber. A registered union was also required 
to Auhniit to the Registrar annual audited statements of 
receipt and expenditure, and of the assets and liabilities of 
the union. 

THE GROWl'H AND STRENGTH OF TRADE UNIONS 

The ‘ Directory of Trade Unions,’ compiled in 1924-23 by 
the All India Irade Union Congress, gives a list of 164 trade 
unions, 68 of which had more than 200,000 members, and 
eight federations with an aggregate membership of 195,000. 
By that year the movement had become important in three 
provinces—Bombay, Bengal a nd Madra s. Textiles , c ornmu - 
mcations and g over nme nt concerns were the three fields in 
which trade nnioTuFm was conspicuous. 

It is not possible to find out the exact strength and mem¬ 
bership of trade unions in India; except for Bombay, no 
figures relating to unregistered unions are available. Mem¬ 
bership was often not strictly defined, and sometimes names 
of members wlio had long since stopped paying their sub¬ 
scriptions were found on the books. The number of registered 
trade unions increased from 29 in 1927-28, to 562 in 1938-39, 
and 1,087 in 1945-46. The total membership, during these 
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three yeais, of unions from which returns were received 
under the Act of 1926 were as follows:— 


1927-28 1938-39 1945-46 

100,619“ 399,159 864,031 

rhe increase in female membership in this period is shown 
below:— 

1927-28 1938-39 1945-46 

ni68 (1 *2 per 10,945 (2‘7 38,570 (4-5 

cent of total per cent) per cent) 

membership) 


'IVade unionism has made h eadway only in certain industries; 
it is prominent a nionty textile worker s^ ra ilwayrnen , seam en, 
and workers in eniyincerintf concerns, d ocks and port trusts . 

The following table shows the number and membership of 
registered trade unions in some industries which sent returns 
in 1936 and in 1945-1946:--- 




1936 

1945-46 

Industry 

Number 

Member¬ 

ship 

Number 

1 

Member¬ 

ship 

1. Railways 

50 

149,798 

75 

269,461 

2. Tramways 

3 

1,279 

4 

10,339 

3. Textiles 

26 

26,709 

91 

234,751 

4. Printing presses 

13 

3,504 

37 

15,248 

5. Municipal 

21 

9,647 

30 

23,070 

6. Seamen 

7. Docks and port 

8 

26,511 

9 

79,142 

trusts 

13 

9,098 

19 

26,625 

8. Engineering 

8 

2,649 

56 

31,875 

9. Miscellaneous 

63 

37,131 

264 

193,520 

Fotal 

205 

268,326 

585 

864,031 


In 1945-46, more than 44 per cent of the total member- 
f?hip belonged to unions having 10,000 or more members. 
M any factors such as lack o f effective leadershi p, the hetero- 
lyc neous nature of the labour employe d, the hostility of the 
employers to trade uni on activ ity, and the poverty of th e 
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wcjrkers accounted lor the comparatively sl ow prog ress of 
trade unionism in a lari»c number of industries. In some in¬ 
dustries until recently victimization of workers for membership 
of a trade union was not uncommon.^ 

Frade unionism made* the greatest progress in the pro¬ 
vince of Bengal, where in 1945-46 there were 417 registered 
unions. Madras and Bombay take the next two places. In 
Assam and Orissa the labour movement made little head¬ 
way. In 1945-41) there were 32 registered trade unions, whose 
objects were not confined to one province. 

Between 1927 and 1936 there was a good increase in trade 
union funds, but in 1936 the average annual income of a 
trade union was as low as Rs. 2.591. The average annual 
income of a trade union from an individual member was 
Rs. 2-2-9 at that time. The Second World War saw a 
striking increase in trade union income, but the figures given 
are in some cases not reliable, as unpaid dues are included in 
the assets. In 1944-45 only four unions were maintaining 
political funds. 


TYPES OF TRv\DE UNIONS 

Ind ustrial u nio nis m spread to a much greater extent in 
India than did crai'l unionism. The typical craft unions are 
the Weavers’ Union and the Throstle Union of Ahmedabad. 
The A hmedabad Textile Labour Association is a jedcratjon 
()f craft jmions. ^Fhere has also been a third type of union— 

' g eneral labour unions ’ i.e. an association of workers 
belonging to variousumustries or crafts such as the Mazdoor 
Sabha and the Communist Bombay Girni Karngar Union. 

FEDERA'I’IONS OF TRADE UNIONS 

Federations have become very important in the Indian 
trade union world where local, provincial and national fede¬ 
ration began to develop even in the ’twenties. 7^he largest 
local federation is the Ahmedabad Textile Labourers’ Asso¬ 
ciation. An example of a provincial federation is the Bom¬ 
bay Presidency Postmen’s and Lower Grade Staff Union 
(founded in 1918). Under the Indian Trade Unions Act of 
1926 four federations were registered—two in Bengal, one in 

^ Report of the Labour Investigation Commit tee on the Jute Mill 
Industry, p. 3.'). 
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Madras, and one in Bombay—the strongest of them all being 
the All India Railwaymen’s Federation, which has often 
bargained vigorously with the Government for higher wages 
for the workers. 

The most important natit>nal federation of trade unions is 
the All India Trade Union Congress, formed in 1920. For 
nearly a decade it was the great forum where leaders could 
voice the demands of organi/.ed labour, and it represented the 
interests of Indian labourers in international organizations 
and conferences. In 1920 came a crisis in its history, when 
resolutions were passed in Nagpur urging the })oycott of the 
Royal Commission on Labour, and announcing the severance 
of tlie connection with the International Labour Conference. 
'Fliis br oke the un ity of th(‘ organization, and the seceding 
m(UTil>ers lijrrned the I ndia n Trades U nion Fe deratio n. A 
further depletion oi'its strength occurred in 1 931 , wlien during 
t)ie eleventh session of the Congress in Calcutta, a number of 
organizations seceded and formed the Red Trade Unio n 
(-iiiigress. 'Fhese defections gav'c the All India Trade Union 
Congress a new militancy and in the twelllh and thirteenth 
sessions, in Madras and (lawnpore respectively, resolutions 
were carried advocating class struggle ^ls the chief aim of 
trade unions, and proposing a general strike in Bombay. 
This Marxian gospel Ibrged the unitv^ of the All India Trade 
Lhiion Ck)ngress and the Red Trade Union Congress i n 1935. 

I’he Indian Trade Union Federation (now called tEe 
National Trade Union Federation) was also merged with the 
AITUC f)n the principle of equal refiresentalion, and thus 
the schism in the labour w^orld disappeared, only to rear its 
head again after a few years. During the Second World War 
some unions, which disliked the stand taken by the AITUC 
tow^ards the war, farmed the Indian Federation of J^abour 
under the guidance of Mr. M. >rT^byricader~ thcTRatTiail 
Democratic Party. This has recently merged w'ith the Hind 
Mazdoor Sabha, the trade union federation started by the 
Socialists. During the war there was a trial of strength inside 
the All India Trade Union Congress between the Commu¬ 
nists and their opponents, and when the laJfrP'^Sined the 
upper hand their opponents joined the Indian National Trade 
Union Congress, started in 1947. The All India Trade Union 
Congress, which till then w^as the most representative federa¬ 
tion, lost much of its following, and the Government came to 

i. 
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regard the INTUC' as tlie largest represen la tiv^e organization 
of Indian labour. C'ontroversy, however, has been raging 
on this questioJi. 

TRADE T'NION I.EGISLATION IN INDEPENDENT INDIA 

I’he Royal Commission on labour, which leporled in 
1931, did not favour compulsory recognition of trade unions 
by employers. Since voluntary recognition did not spread, 
the Indian Parliament passed an Act in 1947 providing for 
c()m pLils()rii a £ct)gr iiti()n of r^resejiJLadv unions by their 

e mp loxers. It also declared certain acts on TFre" part of 
employers and recognized unions as i inhur practic es, and laid 
down piuiisliments for such acts. 

Shortly after Independence, a spate of legislation strengtli- 
eiied the labour movement. Between 1945 and 1948 the 
number of registered unions nearly trcl)led. 


LABCJint REPRESENTATION AT IN J’ERNATIONAL CONFERENCES 
AND IN THE I.EGISLA ITTRE 

Kver since 1919, Indian labour has been sending its 
spokesmen to man)’ an international labour conference—such 
as those convened by the International Labour Organization, 
the International Federation of'Frade Unions, and the World 
Federation of Trade Unions. I.aboiir representatives have 
also been piTsenl at meetings of labour organizations of other- 
countries, such as the British IVade Union Congress and the 
Asiatic Labour Congress. 

Labour was first allowed to send r epresentative s to the 
I ndian legislatu res in ljll9_ under the Reforms Act of that 
year. The number of labour seats in the provinces as well 
as the Centre was i ncreased by the Government of India Art 
of The Act embodied the principle of ecpiality of re¬ 

presentation betvyeeii labour on the one hand aTHT ebihmcrc:e 
cuTd industr)- oh’ the other. As the lederal part of the Act 
w^as not enfi)fcerr, labour representatives in the central assem¬ 
bly w'cre nominated, while in the provinces labour seats were 
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filled by election in rei^istered trade union constituencies or 
through special labour constituencies. 

WEAKNESS OF THE INDIAN TRADE UNION ORGANIZATION 

The Royal Commission on Labour, mentioned as funda¬ 
mental d eficiencies ol‘ Ind ian trade u nion ism the m i gr atory 
ch aract er of labour, the ^overW of the average worker, the 
racial and language difier^^ among labourers working 
tf)getfier, and tlu! lack of a democratic education. It cilso 
diagnosed that the hic-k of leaders from wrthin labour ranks 
was a handicap to the movement. Often leaders of‘ several 
unions, those * outsiders ’ lacked a sense of responsibility^ a 
feeling of oneness with the workers, and the technical know¬ 
ledge reejuired to conduct negotiations with the employers, 
and lh(!y sometimes attempted too much while only accom¬ 
plishing very little. 

I’he Minister for Labour, Mr. Jag Jivan Ram, wrote in 
1949: ‘ Trade unionism in India is still in its formative stage. 
During the last few' decades, a new- class of industrial workers 
has been growing steadily as distinct from the ‘migratory 
labour force in villages. While the link between the village 
and industrial centres is still maintained, there is a tendency 
on the part of industrial labour to stabilize itself. As this 
process goes on, there will be greater consolidation of the 
labour movement. A new' class consciousness is growling and 
class conflict is mounting.’ 

Unfortunately, at this time of consolidation and growth 
Indian labour has for political reasons been rent into three, 
and authentic labour opinion fails to ring out amid the babel 
of voices that is heard. 


Section 2. 

INDUSTRIAL DISPUTES 

The immediate causes of industrial disp utes have been divi¬ 
ded in official reports into five categories— wagej , bonus, 
p ersonnel leave , hnnr«^ nf wmJv and qther§. Some strikes 
h^e been th^ outcome of political ferment, but the Royal 
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Commission on Labour wrote: ‘ Causes unconnected with 
industry play a much smaller part in strikes than is usually 
supposed.’* 

Before the First World War the industrial world was seldom 
stirred by labour interest. When workers found working 
conditions vexatious, the remedy they souglit was a return to 
their villages. The first notable strikes took place in 1918- 
1919, and foreshadowed the strife that was to convulse the 
industrial world in 1920-21. In Bombay in 1920, strikes for 
trivial reasons were daily occurrences.- Labour, which had 
long been hypnotised b\ a fatalistic philosophy, shrinking from 
collective action for a common aim and lacking leaders with 
a stimulating gospel, was gaining a new fervour and a new 
outlook under the impact of political factors in those days of 
world-wide unrest. Among immediate causes of some dis- 
put(^ at this time were the scarcity of lal)our resulting from 
the growth of industry, and the* influen/.a epidemic, which 
took a heavy toll of the labour population. Henceforth, 
strikes became a common weapon of Indian labour. 

In the ’twenties, the peak years of industrial dispute were 
1921 and 1928-29. In 1925 the Bombay cotton textile in¬ 
dustry was paralysed by one of the most serious strikes know n 
to the Indian labour world. This w^as the outcome of the an¬ 
nouncement of a wage-cut by the employers,^ and the strike 
was a victory to labour. The next two years were compara¬ 
tively peaceful, and labour was prepaiing for new' activity. 
'Fhere w^as a big recrudescence of labour trouble in 1928 and 
1929. The cotton mill operatives in Bombay launched a big 
attack and Jamshedpur witnessed a bitter dispute. World¬ 
wide depression was now' setting in, and Bombay was having 
the first tastes of its severity. The number of man-days lost in 
these tw'o years was over 12 millions. In nearly half of the 
strikes of the ’thirties the chief demand of labour w'as higher 
pay or bonus, and in about a quarter of thc^ strikes the 
demand related to personnel. Official returns describe two- 
thirds of the strikes as unsuccessful. 


Report, p. 334. 

Report of the Industrial Disputes Committee, April 1922, p. 23. 
See Chapter VI11 on ‘ The Cotton Mill Industry.’ 
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The following table gives an analysis of industrial disputes 
by industries:— 


Man-clays lost 




1934 

1939 

1940 ^ 

1945 

1946 

silk mills 

, 353,74«'4,374,445: 

1.469,315 . 

j.574,147 

1.139.686 

5,298.932 

Jiitr mills 

3,241,153' 

109,52o; 

991,676 

47.5,372. 

362,123 

1,877,710 

i'.riginfcr- 







irig 

174.481! 

9.311 

198,437 

110.968 

722,228 

2,534,191 

Railways 

7,436; 

1.050 

240 

17,700 

86.384 

437,870 

Mines 


5,954; 

68,782 

430,577; 

9,430 

293.789 

All indus¬ 

i 






tries 

: 12,165,691 ,-1 

,775.559 

4,992,795 : 

cc 

4,054,499 

2,717,762 


During tfic Second World War, although industrial dis¬ 
putes increased, the number of man-days lost decreased,, 
largely owing to the machinery created under the Defence 
of India Rules for the speedy adjudication of disputes. 7’he 
general strike in 1940 in the Bombay cotton mills was the only 
major trouble during this time. Total man-days lost, as well 
as rnan-days lost per labourer involved, were at their lowest 
in 1943. 

After the war there was a marked upward trend in the num¬ 
ber of stoppages, the year 1946 being particularly bad. In 
that year, out of about 1,600 disputes, about 600 were due to 
wages and about 530 to factors other than economic demands, 
rexlile workers were swept by a wave of unrest in 1947 and 
1948, and in 1950 a 63-day strike paralysed Bombay’s mills. 
Started In the Socialist Mill Mazdoor Sabha, this was the 
second largest stoppage for 25 years, and resulted in the loss 
of al>out 60,000,000 man-hours, 20,000 bales of cloth, and 
more than two crores of rupees (by way of wages) to workers. 
The strike fizzled out. 

Industrial relations showed a steady improvement in 1951- 
1952, except in the case of banks, and production throve in 
all the country’s main industries. 

Between 1939 and 1946, notwithstanding the creation of 
arbitration machinery by the central and state governments 
for settling industrial disputes, the proportion of disputes 
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that were settled by arbitration did not rise. Of all the indus¬ 
tries, it was the textile group which suffered most in this period. 

MACHINERY FOR PREVEN'I’ING AND SEITI>ING INDUSTRIAL 
DISPU TES 

After the end of the First World War, wlieii tlierc was an 
epidemic of strikes, the Oovernment of India examined 
metliods employed in other lands, especially in (ireat Britain, 
for the settlement of industrial disputes. The institution of 
works \v;>s; 'now fried. In 1920 the Government 

of India set up joint committees in their presses, and this 
example was followed by a few' industrialists like Tata at 
Jamshedpur and the employers in the Buckingham and Car¬ 
natic Mills. In the main the co mmittees achieved very lit tle. 
The only example of suc cessful adjustmen t o f capital-hiB oiir 
rel ationship was seen in Ahrncciabad , w'heTe~ in 1920 a per¬ 
m anent board of arbitration was create d. The Royal Com¬ 
mission on Labour attributed its success to pure.ly local factors 
^ which cannot be reproduced elsewhere,' such as the presence 
of Mahatma Gandhi as the labour representative on tlie board. 

Until 1929 , there was n o really elfcctive legislatio n for set- 
tl ing or p reventirm industrial disput es, as the Employment 
and Workrruai (Disputes) Acl of 1860 was not eflec'tive. 'Fhe 
Trade Disputes Act , passed by the Government of India in 
1 929, related to the institution of external machinery for the 
settling of disputes, but provided for o nly elementary mea ¬ 
sures. Under the Act, the (Jential Government in the case 
of Central undertakings and the provincial governments in 
other cases ('ould refer existing or apprehended disputes to a 
court of enquiry, or to a board of conciliation for inquiry about 
a settlement. 

Referring to the inadecjuacy ol‘ the existing legislation, 
the Royal Commission on I.abour reported in 1931 : 

" The att(;mpt to deal with unrest must begin rather with 
th e creation ot an aimcjsphcre unfavourable to dispu tes 
th mi with machinery Ibr their settlemen t. It is pre¬ 
cisely here, In our view, that Indian industrial organization 
is weakest. In practically every centre and every in¬ 

dustry t he lack of contact and u nderstanding is eviden t’.^ 
The Commission indic:ated t hree w^ays of improving cap i¬ 
tal-labour relations—by ^d eveloping s table trade unions, by 


^ Report, p. 340. 
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^ap pointi ii^ ltibf)iir ofFicer-s . and by forming works committees. 
The appointment of concilia lion ollicers at earlier stages of 
disputes was also suggested by the C'ommission. Before the 
achievement of Independence, the only recommendation ol 
the Clommission that w'as implemenie fl was the c reation o f 
conciliation machiner y. This was done hist in Bombay 
uncfcr tlie Trade Disfmtes Ckinc iliation Act of 1934 . 1 1 

under the Trade Disputes (Amendment) Act. provision was 
made ibr the appiiintment of conciliation olhcei's for tlie whole 
country. Dur inu the Second World War tlie (loverurnent 
of India had recourse to the Defence of India Rule s, under 
which it could re fer disputes to conciliation and adjudicatio n, 
p rohibit strike s and lock-out s, and enf orce the adjudicator ’s 
d ecisions for a perio d. I n 194?) t he Government of India created 
st anding indusfnal relations machiner\ ’ for b usinesses 
carned ojj^iy o r un^ l^Ll^ ^ Tnthoritv of the Central , Gov - 
ernment, or liy a mi]wa\' company, and for mines , o ihfield s, 
and major ports . Tt consisted of a chief labour commissioner,. 
thre(^ fegional fa hour commissioners, and conciliation officers. 

The need for powers of compulsion for t he arbitratin tr 
authority was evident for a long time. Since Independence 
some notabl(! steps have b(‘en taken to settle industrial dis¬ 
putes. 'riie In dustrial Disputes Act of 1947 , in addition to 
firoyidmg for the f ormation of permanent works committees 
and a n industrial tribunah em powers tlni Go vernment t o 
d eclareljindini>’ anv awai^TT )!^an adjudicator or any settlement 
proposed by the conciliator. The Act was su perseded in 1950 
i)y the l.abour Relations Ac t, which provided for three new 
authoritk s-fst anding con^ation boar ds,Zl abour courts , and 
thej appellate tribunal and e nsured the eircctive impTemen - 
ta tidn of the triPuiiaTs award ^ The Act applies to all es¬ 
ta blishments in which there arc more than 10 employees, 
ana to all c ^citeg ories of employees e xcep t c iyil servan ts and 
those working m th e defence services . Even in undertak- 
'ihgs^which do not come under the Ccitegory of public utility 
servicc!s, n o strike or lock-ou t can be declared without resort 
to a si mple procedure for negotiatio n arid co llective bargaining . 
'The I ndian Labour Ministers rionferences are closely asso¬ 
ciated ^^^IThthiscompr^Fie^ Another bods 

working for belter relations Iretween capital and labour is the 
Centr al A dvi^prv Gf^iincil for Labour, which was established 
in 1948. 
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Since the war, most of the provincial and state governments 
have kept in step with the Central Government in the pro¬ 
motion of industrial peace and liarmonv. They have ordered 
works committees to be formed in industrial concerns 
employing more than 100 or 200 labourers, and standing 
industrial courts have been set up in a number of states. 


Section 3. 

OTHER ASPECrrS Ol* LABOUR LEGISLATION 

FA< rrt)RV LEG ISI. A'rio N 

For half a centur\ before the passing of the Factory Act 
of 1911, the lot of the Indian fhclory-liands was as appalling 
as that of English I'actory workers in itie later eighteentli 
century. Although by the third quarter of the niiKUeenth 
century Britain had evolved a good system of' I'actory inspec¬ 
tion, the Government of' India, which professed to f'ollow the 
economic policy of the British Cxovernment, did little to com¬ 
bat such hideous e\’ils as tlie exploitation of'wTUTien and child¬ 
ren, a very long w^orking day, and work amidst abominable 
insanitary surroundings. It was a pity that at this time some 
Indians opposed factory legislation, and suspecTed all sug¬ 
gestions for regulated working conditions put forward by the 
Government of India as manoeuvres to reduce the competi¬ 
tive strength of Indian industries wLose development evoked 
the jealousy of some English magnates. 

In 1875 a Factory C/Iomniission was appointed by the Gov¬ 
ernment of Bombay. Its report revealed many prevalent 
abuses in the factories, but still its members could not agree 
on the necessity for legislation. When the Government of 
India then consulted the industrial provinces they objected 
to the proposal for factoiy legislation. Nevertheless, the 
Government of India decided to proceed with all-India 
legislation, and after much discussion over a number of draft 
bills, the first Factory Act was passed in 18 81. 

The Act was a compromise between tlie radical and the 
conservative sections of the Indian public. It a pplied only 
toj'actories emph )ying 100 or more persons a nd us ing mecha¬ 
n ical power . Workers below the age of were classed as 
children, and except for some provisions relating to their 
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health and safety there was li ttle reu^ulation of the adult s" 
workinu condition s. Employment of c MIdrcn below the 
■of seven was forbidd en, while for those betw een seven and 
12, w ork was limited to a maximum of nin e hours and pro- 
vTsK)n was made for rest intervals and holidays. 

\o sooner did the Act come into force than its inadequacy 
became apparent, and the Covernrnent of Bombay had to set 
up a Commission in 1884 to consider its deficiencies. This 
was followed by the appeuntment of another Commission by 
the Government of India in 1890, and on the basis of its 
recommendations the Fa ctory Act of 1891 w as passed. The 
Act was cipplicable to estal )lisiimcnts employing oO or more 
persons, and pro vincial t^overnments w^ere empowered to 
e xtend it to fa ctories engaiyin.u 20 (jr more persons . Tli e 
m inimum age of employment w^as now r aised to iiTne , and 
children bet ween nine and 14 were limited to seven w^orki nu 
lipurs and fo rbidde n to do n iji^ht woi k. The Act fixed a 
maximum ol' 11 hours a day for women, and provided for a 
compulsory m id-day stoppai^ c of work and for w^eekly holi ¬ 
days. It also contained elaborate pro visions fbr inspectio n 
and penalti es. 

During the next two decades the introduction of electric 
liglit tempted employers to violate the law^, and long hours 
of w'ork were common in Bombay. The evil became conspi¬ 
cuous during the boom of 1904, and it led to the appointment 
of the Factory Commission of 190 7. The Commission wa*ote: 

‘ Our inspections have revealed the fact that in some pro¬ 
vinces the law is s ystematically ignored to an extent not 
hitherto imagmcTdIn the U. P. generally, except 
Agra, in the Punjab, in Southern Madras and in the cotton 
mills of Bengal, children have as a whole been habitually 
worked during the whole running hours of the factories, not 
on the excuse that they were over 14 years of age, but in pure 
disregard of the law.’* At this time as many as 15 hours of 
work a day were done in some Bombay mills. 

In accordance with the suggestions of this Commission, the 
F actory Act of 1911 w ^as passed. It reduced for the first time 
the hours of work of adult males to 12 a d ay, pr ohibited the 
e mployment of women and children in certain dangerous pid * 
c pses a nd at night , and re duced^hildrcn’s working houy s 

^ Report of the Factory Commission of 1907, Section IV. 
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in textile mills to six. An important feature of the Act was 
the provision of more r igid measures of inspect ion and 
c ertificatio n. 

At the close of the First World War tlie ri sine tide ol trad e 
u nionism , the ex ertions of the International T.abonr Ore ani^ 
sation, and the pressure of piihfic^ opini on necessitated the 
adoption of be Iter la 1 )oi i r 1 eg isia t ion. The Act o f 1922 was 
more co mprehensixe than prex ious enactments and applied 
to al l factories emplovini* 20 or m ore jiersons and using me¬ 
chanical pf)xver. Provincial governments wer(‘ aulhori/ed 
to extend it to factories employing 10 or more persons. 
Workers bel oxv the aee of 1:1 n oxv came into the category ol 
c hildre n, and i’acT orx (uiiplox iii ent was forbidd en fo r (rhildren 
u nder 12 . I’he Act laid it doxvn that ny cj iild could be ern- 
ployed in a lacl<)rx unless a medical certifica te xvas produced. 
Children betxveen 12 and 15 were to have six working h ours, 
while for adults they xvere to be 1 1 a day or 60 in any one 
week. Furthennore, the Act incr eased the rest interxa l. inadt* 
xTirious pr ox’isions for health ipid safety, and ordained for the 
first time that o^rtime xvork should be paid . 

During the next 12 y(‘ars no major cliahgtT was made in 
the Act thcjugh amending Acts were passed in 192!b 1926 
and 19.31. In 1929 the Royal (lommission on laibour xvas 
appointed xvilh xA'ide terms of reference. It reported: * I'he 
last twenty-fix e years hax e seen a great reduction in nominal 
hours accompanied by a growth in the elhciency of the opera- 
tixes and of th(‘ mills. As hours are lessened, a point must 
be reached at which, even if the industry can maintain pn»- 
duclion by employing shifts, the <»peratives cannot face a 
further reduction of earning capacity. Rut the ex ideiu e 
shows tliat this stagx? has not been reached and that with a 

reduction of hours it would be possible.not merely 

to maintain but to increase thi' axerage production per 
operatix'e employed.’^ 

Many reconimendations made bv the Commission weie 
embodied in the F actory Act of 1934 . . Under this Act the 
maximum hours of work for children bet ween 12 and 15 were 
to b e 6y e, and for a dults 10 a day o r oTa we ek. A c listinc - 
tion was made b etween perennial ~and seasonal factori es, 
working hours for adults in the latter being fixed at 11 each 


* Report, p. 44. 
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day or 60 a week. Workers bet ween the ages of 15 and 1 7 
were re( j[uircd to produce eertiheates of fitne ss. The Act 
also li iniled overtime work a nd provided for e xtra pay for it. 
Under the Act the factories could be called upon to adopt 
cooling measures for the workers’ comfort and to provide 
various specified facilities. 

A seri es of amendinu Acts were passed before 1948, and 
hours of work were reduced to 54 in seasonal and ^8 in 
perennial I'actories. The enf orcement oi^ the Factory Ac ts 
fell to the provincial govern men ts. The Labour Investigation 
Committee stated in 1946 that though on the whole the 
Factory Act was being satisfactorily ol^serv^ed by the larger 
industrial establishments, there was a good deal of evasion 
in small and seasonal factories.* The relative strength of the 
inspectorate in proportion to the number of factories was in 
1946 higher than in Britain, but India had lower standards 
of enforcement; the strength of the inspectorate was not ade¬ 
quate considering the vastness of the area to be covered in 
this country and the number of factories to be inspected. 

'The Lal)our Investigation Committee also emphasized the 
jiecd to regulate small factori es where workinii co nditions. 
eveTTin 19'ib, were very bad. In the Cetitral Provinces and 
Madras, Acts passed m tlie thirties related to small establish¬ 
ments, but more drastic steps wTre clearly needed. 

In 1946 all prev ious Acts were s uperseded by a compre¬ 
hensive Factory Act wh ich applied to all industrial establis h- 
ments e mploying 10 or more wwkers and using powx T, and 
w^here power was not used, to those with 20 or more workers. 
'Fhe minimum age for employm ent was fixed a t 14, and for 
all l)e low the age of 17 the m aximum hours of work were 
to be To iir-and-a-half da y. A dult hou rs of work were 
fixed at 48 a wee k and nine a day, and employment of 
w omen and childr en during the night was forbidd en. Under 
the Act workers doing over-time work must get t wice th eir 
upmnal rate of usages, and there were also provisions relating 
to rest intervals, holidays, leave and arrangements to safe¬ 
guard the health and ensure the safety of the workers. Steps 
have also been t aken to i mprove t he execution of the Act , 
as suggested by Sir Wilfrid Garrett, Chief Inspector of Fac- 

^ St*e Report of the Labour Investigation Committee on Labour Con¬ 
ditions in Sugar Factories, 1946, p. 107. 
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lories, United Kingdom, whose services were obtained for a 
short period by the Government of India. 

The following table gives statistics relating to factory ins¬ 
pection ill India:— 


Total number of . Total number of 'I'olal uum- 
Vear factories inspected factories not j ber of fac- 

inspected I lories 


1929 

6.953 

(8.-, 

■>) 

' 1.176 

(14 

■5) 

8,129 

193-1 

7.705 

(89 

0) 

953 

(11 

■0) 

8,658 

1939 


(86 

4) 

1,420 

(13 

•6) 

10,466 

1940 

9,96;i 

(91 

3) 

954 

(«• 

7) 

10,919 

1945 

1 l,80(i 

(80 

0) 

2,955 

(20 • 

0) : 

14,761 


MINING LEGISLAITON 

In 1 894 the fust attemp t was made to rt^gulale workin .i>: 
con ditions in mir i^ In that year an I nspector of Mi ners \^s 
appointed as a result of an international conference held in 
Berlin. In 1 901 t he first I ndian Mines Ac t was passed, but it 
bristled with defects and tuid to be amended several times. 
All these Acts were superseded in 1924 by a comprehensi ve 
m easu re which gave a w ide classification of min es, defirung 
them as any excavations, irrespective oi* depth, where minerals 
were searched or obtained. Gh ild labo ur (below the age of 
13) was prohibited in the mines, and adults were allowed a 
m aximum of (iO hours a week above-ground and 54 under - 
if round . with pro\ ision for a weekly holid a. 

No major changes were introduced in this law' until 1935, 
when it was a rnendei l as a result of the adoption of the dr aft 
I nternatio nal Labour Convention on hours ot work in coal 
mines" Mnce the basic form ol the law has not been 

modified, although amendments were passed in 1936, 1937 
and 1946. 

At present ntL-pEXSpn is allowed to work in a mine for 
more th an six davs a week, and above-ground liours of w'ork 
are limited to 10 a day (with a maximum spreadover of 12 
hours including an interval of one hour after six hours of 
work) and 54 in a w eek. Those working below ground are 
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allowed nine hours a day and 54 a week. Clh ildren below 15 
ca miot be emp loyed and no one below 17 ca n wor k unde r- 
ir round unless he is certified medically fit. Under the Act 
a large number of regulations have been made for the provi¬ 
sion of all necessary safety devices in mines. 

In the 10 years before the outbreak of the Second World 
War. the Government of* India ai med at gradually reducing 
the n umber of women emplo yed in the-mines. This policy 
was abandoned during the war owing to shortage of labour 
in the coal-mine areas. In 1946 the ban on the employme nt 
n f women was reimposed . I’hc I.abour Investigation Com¬ 
mittee complained of the failure of factory inspectors to en¬ 
force the regulations properly. The inspectors, the Com¬ 
mittee observed, looked mainly to the adoption of safely 
measures and not to the other provisions of the Act. I’he 
Government of India have strengthened the Inspectorate with 
a view to remedy its serious sins of omission. 

The administration of the Mines Act is the s ole respon ¬ 
sibility of the Government of India . Certain states like Tra- 
vancore and Mysore have also adopted the mining legislation. 
The Labour Investigation Committee found the inspection of 
gold mines in Mysore very effective. 

Safety in coal mines has engaged the attention of the 
Government of India for over 10 years. On the recommen¬ 
dations of the Coal Mining Committee of 1937, the Coal 
Mines Safety (Stowing) Act was passed in 1939 to provide 
for the institution of a Coal Mines Stowing Fund and a Coal 
Mines Stowing Board whose expenses were met from an 
excise duty on coal. 

In 1946 and 1947 the Government of India took steps to 
f urther the welfare of workers in the coal and micajr iining 
industries. I'he Coal Mines I.abour Welfare Fund Act of 
1947 placed the fund that had been created in 1944 on a 
permanent basis. Under the Mica Mines Labour Welfare 
Fund Act of 1946 a similar fund w^as constituted for the 
benefit of mica miners.^ 

^ For the amenities given to labourers in mica mines see ‘ The Fifth 
Year* (1952), published by the Ministry of Information, Government 
of India. 
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TRANSPORT l.EGISLA'ITON 

All railway employees except those in railway workshops 
or mines covered by the Factory and Mines Acts came under 
Chapter Vl-a of the Indian Railways Act of 1890. This 
Chapter was added in 1930, when an amending Act imple¬ 
mented the Washington Honrs of Work and Geneva Weekly 
Rest Conventions ratified by the Government of India. 
ITider the Act, the maximum hours of work for continuous 
workers was to be (S O a week on the a\erag e in any month 
and 84 a week for intermittent wxirk ers. 

Another important measure relating to transport workers 
was the Indian Merchant Shipping Act of 1923, which pij>- 
h ilnted the employme nt in ships (Sf young persons under 14. 

'Fhe Act provides lor various matters ^Tfenr ars e;^!^^^^^ "s wag^s, 
the s yste m of rec r uitmen t, and the health and weTfare^ of 
s ailor s. 

The Roval Commission on Labour deplored the utter lack 
of safety devices to protect Indian dock workers. Lhanks to 
its recommendations and to a revised Draft Convention re¬ 
lating to the safety of dockers adopted b)- the International 
Labour Conference, in 1932, the Indian Dock L a bour ers 
Act was passed. It empow^ered the GoN^ernor-Gehera 1 to 
make regulations for the safety of the dock workers. I'he 
Act. however, was en forced only after the Sec ond World War. 

PLANTATION I-EGISLATION 

Reference was made in Chapter IX to the system ol' re¬ 
cruitment to the Assam plantations. Even in 1863 the Gov¬ 
ernment began to regulate the contractual relations between 
the planters and labTuffeT^and this was in Tac^ the earliest 
effort *Tn rhcTia to improve the labourers’ lot. The law% 
while tru arantecing the workers steady wor k and proper heal th 
c ojiditi ons7 pr evTmted themTTrom changing ernployers and 
emp owered employers to arresranv worker g uilty of breach 
of contr act. But the plight of the plantation workers conirs 
mied to be pitiable and the problem of an adequate labour 
supply remained unsolved. Early in this century the Assam 
and L abour Emigration A ct ( 1901 ) aimed at controlling t he 
re cruitment of indentured labour t o the Ass^ plantations, 
ane4this was a mended"7n 1908 and 191 5. The planters were 
d eprived by these measures of their odious and much-almsed 
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p (^wer ()1 arrestiiitj: the worke rs, the i ndentured labour system 
was a bolishe d, and an A ssam Labour Boar d was set up t(j 
s upervise recruitment by garden sardars. I'he system of in- 
d cTitured labour was not, howtrver, co mpletely ende d until 
tlie re peal in 1 92G of the Workmen’s Breach of Contra ct Act. 

The Royal Commission on Labour found the law deleclTv'e 
in main respects, and recommended a measure wliich, while 
safeguarding the worker against the abuses of sardars^ would 
ensure free How of labour to the plantations. The Tea Dis¬ 
tri cts Emiirrant J^abour Act XXI of 1932 em bodied its re¬ 
commendations, provided for the appointment ol'a controller 
of Emi<j:rant Labo ur, and laid it down that no children und er 
^ h could l)c t^guriT ued for wor k in Assam unTess accompanied 
by parents or rehitR’cs, while n o married woman could b e 
h elped to uo to the plantation s unless accompanied by'^ he r 
hp sban d. Re patrTatTofT at the employer’s cost after 

t hree years were now as sured^IbnE inr gmhrwTiFk 'ef^^ and pro- 
vmcTaT~governments could ruiw declare any area to be con¬ 
trol hrd emigration area. 

While declaring the working of the Act to be satisfactory, 
the I .a hour Investigation CJommittee recommended the adop¬ 
tion of a Plantatidii Labcnir Code for regulating working con¬ 
ditions in the plantation areas. 'I'he Pl antation Labour A ct 
of 1 951-~)2 r elates t o lai)our we lfare and working'condit ions 
in the tea, coflec, rul)ber, and ciiu hona plantations. Lbider 
it model rules are now being prepared to ensure uniformity in 
the operation of the Act. 

SOCIAL SECURiry 

The most important piece of Indian social insurance legis¬ 
lation is the W orkmen’s Compensation Act of 192 4. Under 
this, compensation is payable by the employer in the case of 
i njurN- sustained during: an accident aris ing out of and in the 
c ourse of employment . In cases where the worker is not in- 
capacitated ibr more than a week, or if injury not resulting 
in death results from the worker’s fault, the employer is not 
liable to pay compensation. Compe nsation is also payable 
in the case of certain occupational disease s. The application 
of the Ad has been widened by a series of amendments car¬ 
ried out in 1929, 1931, 1933 and 1938. Ma ternity Benef its 
Act^werc passed in a number of provinces in the ’thirties, 
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and in 194j^ the CJeritral Assemlily enacted a Mine s 
Maternity Henefu Act. 

In 1 9^1 two important social security measures were 
passed. T he Eniplovees" State Insurance Ac t of that year 
applied in the first instance to all except sea^nal faciories; 
persons whose income exceeded Rs. 400 a month were excluded 
from its scope. It provided a scheme of insurance to be 
administered In’ an Eraplo\ees’ St ate Insurance Corp oration 
and financed from the E mployees" State Insurance FuncTuTiich 
consists of con tribiitions from employe rs aiid~e mpTc)yees , and 
g rants and .i»;ifts from the Union and stale governmen ts. 

provided under the Act are f^r sickness, maternity, 
and disablement. Disputes arisini* under the Act are to l)e 
settled by specially constituted E rnployees " Insurance Courts. 
The Coal Mine's Provident Fund and "Bern us Schemes Act 
empowers the Union Government to frame a provident fund 
scheme and a bonus scheme for employees in the coal mines. 

Recent measures to regulate wages began with the Payment 
of Wages passed in 1936 on the recommendations of tOe 
Royal Commission on Labour. It defined the period within 
which wages should lie paid to factory or railway employees 
with an income below Rs. 200 a month. The Minimum 
provided for a fixed minimurn'lime-raTe 
and a piece-rate for many employees. Another important 
rneasure is the F air Wages Act of 1950 . designed in tlie 
first instance to fix the fair Wages of employees in fac¬ 
tories and mines. There has also been legislation to fix 
l iours of work and wo rk days for employee s in shops an d 
c ommercial (^tablishmem s, to tackle the indebtedness ^TTn- 
to f orbid the employment of childrerT in 
cerl ain occupa tions, and to en sure the welfare oflab^ in 
coal and mica mines. ^ “ 

I he spate of legislation should not, how^ever, produce the 
impression that all is well with Indian labour. Of the 67 
con ventions of the I nternational Labour OrjS[a nization. India 
has so far ratified only 14 This is partly diie to the fact that 
technical compliance with all the provisions of the conven¬ 
tions has not been found possible. In some respects the 
standards imposed by Indian legislation are even superior to 
those laid dowm in the conventions. But labour conditions 
are still far from happy, and they arc particularly bad in the 
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many minor and scattered establishments which cannot 
easily be reached by the strong arm of the State.^ 


Summary 


Section 1. 

Before 1914.-™ 

Before the First World War there were sporadic outbursts 
of trade union activity, ljut no trade union movement. 

7 he legalizcition of trade uniomsm :— 

During the war and immediately afterwards the trade union 
movement Ix^came \'igorous because of ihe rise in the cost 
of living and the influence of such developments as the Swaraj 
movement, the Russian Revolution f)f 1917, and the establish¬ 
ment of the I. L. O. in 1919. In 1920 the All India Trade 
Union Congress was formed. In 1926 the Indian Trade 
Union Act legcilizcd trade unionism and extended protection 
to the funds of trade unions. 

The growth and strength of trade unions :— 

Trade unionism made headway only in certain industries 
such as textiles, railways, engineering concerns, shipping in¬ 
dustry. and dock and port trusts. The greatest progress has 
l:)een in Bengal. 

Types of trade unions : - 

Industrial unions have spread to a mucli greater extent 
than craft unions. 

Federation of trade unions :— 

Local and national federations have come into existence. 
There are now three national federations:—the All India 
Trade Union Congress, the Indian National Trade Union 
Congress, and the Hind Mazdoor Sabha. 

Trade union legislation in Independent India :— 

1947—An Act was passed to enforce recognition of* trade 
unions. 


^ See Rege Report on Labour Conditions in Rice Mills. 
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Labour representaliou at international conferences and in the 
legislature :— 

Ever since 1^)19 Indian labour has been sending represen¬ 
tatives to international conferences and to the legislatures 
of India. 

Weakness of the Indian Trade Union organization :— 

Poverty, lack of education, differences of language and 
migratory character of labour, and leadership by ' outsiders ’ 
have been main weaknesses. 

Section 2. 

Industrial unrest began in India maiiiK' after the First 
\V orld War. 1921 and 1926 were peak years of unrest. 

'Fhere was no effective legislation relating to industrial dis¬ 
putes belbre 1929. The Trade Disputes Act of that year 
made provision for eiKjuiry and report on industrial disputes. 

1934- The 7Vade Disputes Conciliation A('t was passed in 
Bomliay. Conciliation machinery w'as now set up. 

1938-' 'Fhe Trade Disputes Amendment Act made provi¬ 
sion for applying conciliation to the whole country. 

The Industrial Disputes Act of 1947 empowered the Gov¬ 
ernment to make the adjudicator's aw^ard l)inding. 

Provincial governments have also taken some action relat¬ 
ing to industrial disputes. 

Section 3. 

Factory Laws:- - 

1875—A Bombay I’actory Commission pointed out many 
abuses in the factories. 

1881—'The first Factory Act applied only to factories em¬ 
ploying at least 100 workers and using mechanical power. 
It prohilhted the employment of children below seven and 
fixed a maximtim of nine working hours for children between 
the ages of seven and 12. 

1891 'Fhe Factory Act of this year applied to factories 
employing at least 50. The minimum age for children was 
fixed at nine, and between nine and 14 only seven hours 
could be w'orked. Night work was forbidden to them. 
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Early in the century workers were made to work long 
hours when electric light was introduced. 

1911 1 he factory Act fixed working hours for adult 

males at 12. Ibr children at six, and provided for more rigid 
inspection and certification. 

.Euyal (kuumission on Labour pointed out that 

reduction in the hours ol work would increase the average 
production per worker. 

19:L1—The J’actorv' Act fixed a maximum of five working 
hours lor children between the ages of five and 12. f or 
adults 11 hours were allowed in seasonal laclories. 

1946—The Labour Investigation Committee pointed out 
that working conditions were unsatisfactory in small factories. 

1948- -This y(xir’s Factory Act aj)plied to all establish¬ 
ments employing 10 or more workers and using power, and 
to factories employing 20 or more if power was not used. 
It forbade the crnplcn ment of children IdcIow' M and fixed 
hours for children below 17. There w^as a nine-hour maxi¬ 
mum for adults, and night work was forbidden for women 
and children, 

MininLegislation:- - 

1901—The first Mines Act was passed, but it proved 
defective. 

1924— Child labour in mines was prohibited and a 5'1-hour 
week was fixed for adults. 

1935 -The law was now’ amended and its basic form has 
since remained unchanged. Hours of work are nine a day 
or 54 a week. 

Transport Legislation :— 

Two law’s protecting transport workers are the Indian Dock 
Labour Act of 1932 and the Indian Railw’av Amendment 
Act of 1930. 

Plantation Legislation: - 

Conditions in plantations have been improved under the 
'Lea District Emigrants Act of 1932 and the Plantation Labour 
Act of 1951-1952. 
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General Legislation - 

I’hc Workmen's Compensation Act of 1924 and its amend¬ 
ments were until 1948 the only important measures ol‘ 
social insurance. 

Among a few other Acts to promote the welfare of the 
workers are the Employees State Insurance Act of 1948, 
the Payment of Wages Act of 1930, and the Fair Wages 
Act of i95(). 

Of the 07 International Labour Organization conventions 
India has ratified only 14. 



CHAPTER XXI 


CO-OPERATION IN INDIA 

ORIGIN OK CO-OPERA'nON IN INDIA 

Co-operas ION in India, which was described some years ago 
as a policy rather than a movement, was initiated by the 
Government early in the present century and is still largely 
sustained by Government assistance. The news of the success 
of the small village banks in (Germany and Italy towards the 
close of the last century gave rise to the feeling that co-opera¬ 
tion would be a good rtmiedy for many of the ills of rural India, 
'rhe (Government of' Madras deputed Frederick Nicholson to 
study the movement in the W est, and he pul)lished a monu¬ 
mental report which was siimmecl up in the expression ‘ Find 
Raiffeisen By about this time a few co-operative societies 
had been formed under tin; Company l.aw by Dupernex in 
the Cnited Provinces and by Maclagan and Captain 
Crossthwaite in the Punjai). In 1901 the Famine Commission 
urged the introduction of' mutual credit as.sociations, and the 
suggestion was considered by two committees. 'Fhe combined 
force of these pioneering eflbrts and the zeal of Lord (airzon 
produced the Co-operative Credit Societies Act of 1904. 

The Act provided only for the formation of credit societies. 
Under it any 10 adults of the same village, town, tribe, or 
caste could start a credit society. Societies were to be re¬ 
garded as rural or urban according to whether four-fifths of" 
their members belonged to a village or town. Rural societies 
were to be governed by the principle of unlimited liability, 
while the matter liability w ^is left to the choice of the urban 
societies. Another point of difference w-as that rural societies 
had to put their entire profits into the reserve fund, while the 
urban societies could divert only one quarter of their profits. 
'The Act laid it dow n that no member should hold more than 
one-fifth of' the shares or have more than one vote. Reserve 
powers vested w^ith the Government related to compulsory 
audit and inspection, compulsory dissolution of a society, and 
the making of rules. 
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THE EARI.V PROGRESS OF CO-OPERATION 

Between 1904 and 1912 co-operative credit societies were 
formed in all the Indian provinces, and l)y 1912 they totalled 
8,177 with a working capital of Rs. 3,33,74.162. In 1912 the 
Co-operative Societies Act was passed with a view to provid¬ 
ing for the formation of non-credit societies and higher credit 
agencies, and to removing the defects of the earlier enact¬ 
ment. This measure recognized tlirce kinds of central socie¬ 
ties, namely unions of primary societies, central banks com¬ 
prising pardy individuals and partly societies, and provincial 
banks, consisling of individuals. I'he old classification of 
societies into url^an and rural was now discarded, and so¬ 
cieties were classified as limited or unlimited liability societies. 
It was ordained that credit societies which weie mostly agri¬ 
cultural should be ruled by unlimited lialiility. The liability 
in the case of societies whose members were registered socie¬ 
ties, should be unlimiUrd. Societies w^hich did not fall into 
those two categories were left to adopt either principle; those 
governed by unlimited liability w^ere now permitted to declare 
riividends, and all societies were allowed to spend not more 
than 10 per cent of their profits on cheirity and education 
after diverting at least three-quarters of their profits to th(‘ 
reserve fund. 

The effect of the Act was immediate and spectacular. In 
two years the number of societies in the country nearly doubled. 
By 1914 there were 13,715 primary agricultural societies, 789 
central banks, and five provincial banks. Some societies did 
both credit and non-credit business. The vast majority of the 
population, however, remained untouched by the progress of 
Co-operation. On the eve of the f'irst World War there was 
only one society per 38,000 of the non-agricultural population 
and one society per 15,000 of the remaining inhabitants of 
the country.’ 

The quality of Co-operation practised left much to be 
desired. It was difficult to get men who c:ould keep proper 
accounts; there were several cases of embezzlement, and the 
moral basis of Co-operation was very often ignored. The 
constitutions of a number of societies were defective, and 
societies were often either the battle-ground of parties or the 
instruments of one powerful local man. Of certain types of 

^ Report of the Maclagan Committee on Go-operation, p. 12, 
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iir])an societies the Maclagan C^ornmittee wrote in 1915: ‘It 
appears to us that in some cases registration has been sought 
under the (U)-operative Societies Act rather than under the 
Companies' Act in order to take advantage of the concessions 
obtainalile under the lorrner Act and to avoid the detailed 
restrictions ol' the latter.’’ In very few provinces could sucli 
unofficial organizations as the co-operative unions of other 
lands be I'ormed for supervision of primary societies. I’en 
years after the Maclagan Committee investigated CVj-opera- 
tion. Dr. Matthai wrote: ‘ Co-operation in India is still to a 
large extent an experiment in the dark.’^ 

In those circuinslances public confidence in the movement 
could be secured only by a large measure of governmental 
regulation. It was said that ‘ the co-operative movement, 
by bringing the officers of the (iovernrnent into close touch 
with the people in ecoiumiic matters, provides opportunities 
for developing those closer relations in fither aspects which 
it is so desiral)le to foster.’*^ 

Out oi' the 14,000 odd societies in existence in 1914. only 
684 were non-credit organizations. Oedit has continued to 
be the main aspect oi' tfie movement. In the ’twenties the 
f^unjab had a good variety of non-credit societies. I'he work 
of tlic Consolidation of Holdings Societies in the central dis¬ 
tricts of' the province attracted wide attention, and notable 
advance w'as made in co-operative marketing. The sales of 
the Lvallpore Co-operative Commission Sale Shops increased 
from ks. 4 lakhs to Rs. 29i lakhs between 1921 and 1923.-* 
Other types of non-credit institutions found in India included 
societies for purchase, co-operative dairies, irrigation societies, 
building .societies, and weavers’ societies. In 1915, the Govern¬ 
ment of India appointed the Maclagan Committee to take 
stock of the progress made and to suggest improvements. The 
Committee made many recommendations, especially about the 
higher financial structure of the movement. They favoured 
the mixed type of central banks in which both societies and 
individuals would be members. As many of the central banks 
found it very difficult to secure sufficient funds locally, and 

' Ibid., p. 9. 

“ Dr, John Matthai, A^iricultural Co-operation in India, p. 1()G. 

Resolution of Government of India dated June 17, quoted by Dr. 
Matthai, op. cif., 1914. 

^ India in 1923-24, p. 207. 



ECONOMIC HISTORY OF ENGLAND AND INDIA [PT. II 


resorted to mutual Ijorrowiiii^, the Committee stressed the 
need for an apex bank in each of the major provinces that 
would meet the linancial requirements of the central banks 
and control them. These suggestions were adopted. Most 
o i’ the 589 central b anks working in the country i n 1945 were 
r nixed tyj) e. At present tliere are s tate co-opera¬ 
ti ve banks m allthc maj or provinces in tbe country. 

In 1 919 c o-operation became a t ransferred subject. A 
number ol' provincial governments appointed committees in 
the’twenties to investigate the movement. These found that 
the overdues position was v ery unsatisfactory .^ and this deterio¬ 
rated even further during the depression after 1929. Over- 
dues then increased greatly'; and many central financing insti¬ 
tutions reached the lirink of collaj)se. In different provinces 
special officers or committees of enquiry were appointed to 
investigate the position of the co-operative societies and to 
suggest measures of'reconstruction and improvement. Loans 
due to societies were now examined and scaled down, and 
generous grants were made by prox incial governments to the 
apex banks to cover the losses they had incurnxl during the 
process of rehabilitation. 

The crisis of these years gave rise to tlu! view that emphasis 
should not be laid on the credit side a lone. The Madras 
Committee on CV)-operation (19!^9-194U)7Tor exampl(‘, advo¬ 
cated the formation of multi-purpose societies which would 
influence every aspect of rural life. It also held that the 
principle of unlimited liability had brought the movement 
into disrepute, and proposed the adoption of limited liability'. 
Another suggestion now made was that the small village 
societies should be grouped together in order to widen their 
area of operation. 

The question of forming multi-purpose societie s was now a 
subject of controversy. I n suppo rt of their formation it was 
urged that they were the only thorough ipeans of displacing 
the nioney-le ncler and that only a soc iety which took a~Tu ll 
v icvv()l tfie problems of the cultivator could be an eflective 
agency of rural development. The linking of credit with 
agricultural marketing and the supply of the requisites of 
farming would be a vital step in rural j ijTilijt. It was also 

^ Report of the Committee on Co-operation in Madras, 1927-28, p. 9. 
‘ Unfortunately many members of primary societies... .have not yet 
realized that borrowing involves repaying ’. 
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claimed that the multi-purpose societies could s ecure great er 
l oyally and i nterest from the members. Another advanta.i^ 
claimed for multi-purpose societies was e conomy of manage^ 
merit arisinii^ out oi' a widening of the area of operation. The 
paucity of tra ine d personnel i iir running a large number of 
separate instiinticins was mentioned as a point in favour of 
the formation of multi-purpose societies. The critics of the 
proposal contended that the b usiness of th e_ miilti-purprisp 
societic's would be too complicated to be don e e fficie ntly by 
t he villagers , and the widening of the area of operations would 
prevent tb e development of mutua l trust among the villagers 
which is t he essence of co-operation. Moreover, the fear was 
expressed that a fa ilure i n one line of* bu siness would have 
an adverse e ffect on other line^ The limited__li ability of 
r nulti -purpose s ocieti es was also criti cized . Despite these cri- 
ticisrns”ahcrfears the support for multi-purpose societies was 
increasing even before the outbreiik of the Second World War. 

THE RESERVE RANK OF INDIA AND THE 
CO-OPERATIVE MOVEMKNT 

I he Reserve Ban k of India, established in 1935, was an th o- 
ri zed b \ section 17 of the Reserve Bank Act t o lend to the 
pr o\dncial banks for the purp ose of financing a gricultura l 
o perations o r m arketing of crdps l UrTtil vFn~ recently the 
Reser\'e Bank offered toicnd at a rate one per cent low'er than 
the bank rale; liut n ot much finance flowed from the country’s 
central bank to the co-operativx banks, partly because the 
Reserve Bank could not lend for longer than nine months, 
and partly because some provincial banks disliked the restric¬ 
tions imposed on them when they borrowed f rom I he Reserve 
Bank. In 1951 the Indian Parliament passed the Reserv e 
Bank of India (Amendment) Acl . ex tending the period of 
a ccommodation by the Reserve Baiik k) 15 months . In 
lySl?' the Re^rve Bank of India adoptecT a more liberal 
policy of advances. Although the Bank Rate was raised 
from three per cent to three and a half per cent, the 
Reserve Bank continues to provide financial accommoda¬ 
tion to the co-operatives a t one and a half per ce nt. It has, 
moreover, agreed to give advances even to ‘ C ’ class central 
co-operative banks provided their financial condition is 
considered satisfactory by the Registrar. The condition 
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that all accomnioclation obtained from tlie Reserve Bank 
should be repaid before September 20 every year has also 
been relaxed. 'I'lie credit limits saiielioned have also been 
made flexible. As a result of' thi s liberal polic y, the Reserve 
Bank’s advances to the apex co-operative banks have iiu:reased 
iVoin Rs. I'5 lakhs in 1946-1917 to Rs. 12*31 crores in 1931- 
1932. But now these facilities are chiefly utili/.ed 1)\ the 
developed apex banks of two states, viz., Madras and 
Boinbav. The Reserve Bank is therefore devoting much 
attention to reori>ani/ini» or creatino co-operative financing 
agencies in other states. 

IHF SKCONI) \VORi.l) WAR AND TilF INDI.AN 
(;()-OPKRATIVE MOX'KMKN'I' 

I’he war years proved to be th(‘ most p iosperous period fo r 
the Indian Clo-operative moveme n 1. The i ncr ease in the 
oii nibf^r of societ ies, rn embei-s . and w(>r kjin>‘ ci^ital in these 
vears was 41 per cent, TT'f^per cent and 34*0 per cent res¬ 
pectively. 'The p(‘rcenta,t>e of' the population touched b\ the 
movement rose from 6*2 per cent in 193B-1939 to 1 0*6 per 
cent in 1946.^ The war-tirne inflation resulted in a i^reat 
reduction of ovtrrdt u^s and a rapi d increase in the turno ver of 
societies. Two other striking effects oT the* war w^cre th(‘ shift 
in the e mphasis fVoiri the credit to the non-credit aspect of' 
th(! movement, and a diversij|cati()ii (T tTiF^funcTjons 
mar\' socTctic s. It was in consumers^ co-operiition rTiat the 
most spectacular advance was niaHe3 

Almost every type of non-credit co-operation und('rwent 
expansion. For exarnph' in the Punjab, the number of Cem- 
s olidation of'Holdings Societie s increased from about 1,400 to 
2,000, and th(‘ membership nearly doubled; the number of 
better-livirui and health societie s went up from about 1,300 
to 2,330 in that province, and in 1946 the United Provinces 
had about 4,300 societies. On the marketinm si de, notable 
progress w as made by Baroda in cotto n, by T ravancorc in the 
marketing of eggs , poultry, and honey, l)y Mysore i n areca- 
nut, and by H yderabad irUcot ^n. groundnut, j ayar , p adcR , 
and gur. IVavancore, Mysore, and Hyderabad organized 
c entral marketing societies for the work of co-ordination. 
The n on-agricrul Uiral societfes surpassed the agricultural ones 


^ Review of the C’o-operative Movement in India. 1939-46, p. 2. 
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in expansion. In the li rban areas the great increase in the 
business turnover of the co-operative stores was to a larj^e 
extent the result of the (government’s use of them for the 
distribution of controlled articles. Progress was greatest in 
Madras a nd Assam , where the co-operative stores shot up 
from 85 to 1346, and I’rom 13 to 1229 respective!y. In Mad¬ 
ras two noteworthy- feratures of this war-time progress were the 
penetration ol'stores into rural arccis and the organization of 
wholesale so('ieties. But it must not he forgotten that the 
proportion of the population touched by the movement at 
the end of the war was still small. Of the i ndustrial co-ope¬ 
r atives, the we avers' societies have been the most important. 
1 hey have been prominent in Madras and B omb ay. Between 
193^i and 1946 they rose fromT71 to 336 iri^Madras, from 40 
to 130 in Bornljay and 53 to 178 in the United Provinces. 
In 1940-1941 the U nited iVovinces Co-operative Industri es' 
F ederatio n was established to foster cottage industrie s. In 
Madras the weavers’ socie^ties promoted t hnIt among tTTe mem- 
l)ers b\ collecting savings compulsorily at the rate of one 
anna in ev>'ery rupee of wages earned. Of particular interest 
is the working ol' the Madras Handlo o m Weavers’ Provin cial 
CiO- oT)erative Society which renderedT valual)le help to the 
pTTmary- weavers’ societies of the state at a critical period. 
VVhen during the Second World War the reejuisites for hand- 
loom weaving were not easily available, the Society^ was able 
to procure them and it also assured a good market for the 
weavers. It started a number of factories and devoted at¬ 
tention to the improvement of the quality^)f the products 
and the adoption of better methods of rrlinufacture. Its 
activities thus became a model for the societies of other 
slates. In 1947-48 the Government of India al lotted 
11,000 spindles foF the society in order t o establish a co - 
n pf»rative spinning mill , the first of its kind in India. 

During the war the progress of milk supply societie^s and 
unions in Madras surpassed that in Bengal which had held 
the first place. In 1947-48 the total value of milk and 
milk products supplied by co-operative societies in Madras 
came to Rs. 82*41 lakhs. 

Even before the war, the movement for multi-purpose 
societies was gathering momentum. During the war the 
tempo was quickened, advance being particularly rapid in 
the United Provinces, Bombay, Bengal, Bihar, the Central 
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Provinces, and Berar. Besides providing 6nanre for agricul¬ 
tural operations, these societies supplied seeds, manure^ 
iiTiplemenls, and even foodstuffs to mernliers and arranged 
for the marketing of their produce. 

The position the higher financing agencies—the centra l 
and the pi o\ incial bank s—was also strengthene d by tlie war. 
M he deposits of the provincial banks doubled, while in addi¬ 
tion to financing the member societies most central banks did 
other lianking business sucli as collection of bills, cheejues, 
and hundis, and making advances to individual members 
against (iovernment paper, etc. 


THE POST-WAR YEARS 

The Reserve Bank of India surve\ of the co-operative 
movement in India Ibr the years 1946-1948 struck a note of^ 
sober optimism. It declared that ‘ th e mo ve ment has no t 
failed to take pains to <T>nsolidate its war-timeljfains^ Tlie 
St fucture”oTtTi'eTura 1 primary c redit societie s cbiitinned to bt! 
satisfactory, progress in the o rgani/ation ofjnu 11i-purpose so- 
c ieties was kept up, and the p osition of the urban banks 
remained sound. Plie activities of the non-creclTt societies 
were increasing^ The Reserve Bank survey makes particular 
reference to c o-operativT housin g, co-o perative milk supply , 
i ndustrial co-operatives, and c onsumers’ stores . 'I'he credit 
side, however, continued to be predominant. Madras and 
Bombay kept up their lead in the movement. 

But since* the^war tlie co-operative nKwement has shown a 
number of deficiencies. 'I’lie Partition of the country in 1947 
pciralysed the financial part of the movement in the East 
Punjab and had an adverse effect on co-operation in West 
Bengal and Assam.. In a number of provinces the higher co¬ 
operative^ banking structure has been going through a process 
of reorganization. Of the 35 central banks in Madhya Pra¬ 
desh, 14 have been under rehabilitation since 1940-1941. In 
Bihar all the central banks are under a rehabilitation scheme. 
The Provincial Oi-operative Bank has been reorganized on 
the model f)f the Credit Aifricolc </’ Efrypte and it makes advances 
in the shape of manure and seeds either through the reconsti¬ 
tuted central banks or through its own depots. Schemes of 
reorganization are being carried out in the East Punjab, 
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West Bengal, Assam, Orissa and Mysore. In many of the 
Part ‘ C' ’ and Part ‘ B ’ States, co-operativ'C structures at the 
apex and district levels remains to be created. The Rural 
Banking Enquiry Committee reported in 1950: ‘ A sound and 
satisJactory banking structure exists only in a few regions, 
particulariy in Bombay and in Madras.’^ 

It is true that a significant share of the finance for agri¬ 
culture has been provided by co-operative societies. In 
1949-1950 1,42,594 agricultural societies advanced about 

Rs. 2h'55 crores as against Rs. 6*75 crores advanced by 
1,05.301 societies in 1938-1939. But nearly two-thirds of 
these loans were made in Bombay and in Madras w4iile 22% 
of the hinds were utilized by the societies in the United 
Provinces, Madhya Pradesh and the Punjab. In other areas 
the credit mcivement has not developed to significant propor¬ 
tions. Of the long-term loans (extending up to a period of 
twenty years) provided by 283 land mortgage banks in 1949- 
1950, a major part was utilized in Madras and Bombay. 

The Planning Commission has recently emphasized the 
growing importaiice of co-operative societies as agencies for 
p roviding agricultural financ e. Owing to the recent deBt 
relief legislation, the system” of licensing money-lenders, the 
restrictions on the use and transfer of land as security and the 
abolition of' pri\ ileged tenures, inoiiey-lcnders and landlords 
have reduced lending and have ceased to be the principal 
sources of' rural credit, riie Planning Commission has pro¬ 
posed that the co-operative societies should meet the needs 
of the potentially credit-worthy cultivators also and the losses 
that they might incur should be compensated. It envisages 
a steady increase in four years of' the advances made l)y the 
co-operative societies to the cultivators so that the target of 
Rs. 100 crores per annum could be reached. ( Phis target was 
suggested by the Crow More Food Enquiry Committee.) In 
recent years there has been a steady increase in the demand for 
medium-term loans^ and the Planning Commission desires a 

' Report, p. 17. 

^ Short-term loans arc given for periods up to 15 months to purchase 
seeds, manures, and f(Ttiliz«'rs or to meet labour charges; mtrdiurn-terni 
loans for periods from 15 months to five years to sink wells, purchase 
bullocks, pumping plant and other improved implements; long-term 
loans are given for periods of t)ver five years to chrar old del)ts, purchase 
hea\'ier machines, effect permanent improvements or enlarge the holding. 
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greater emphasis on these loans than before. It observes: 
‘ The pre-occupation of the societies with short-term loans is 
due firstly to their greater urgency and secondly to the very 
limited availability of funds (by way of long-term deposits, 
etc.) which they can safely invest for a medium term, say up 
to five years. I'he comparative inability of the co-operatives 
to meet this demand of the cultivator deters many a credit¬ 
worthy person from seeking even short-term loans as in this 
process lie gets indebted to more than one creditor. The co¬ 
operatives will not, therefore, be really efi'ective agencies I'or 
credit unless they are in a position to grant these so-called 
medium-term loans which are essential to large production 
Besides recommending an advance of up to Rs. 5 cn)res by 
the Reser\’e Bank, tlie Planning Commission provides for a 
medium-term advance (if Rs. 5 crores to l)e given during a 
three-year period, so that at the end of the l^lan a sum of 
Rs. 25 crores per annum would be available as medium-term 
finance. As regards long-term hians, the Planning Ck^mmis- 
sion emphasizes that, unlike in the past when these loans were 
given mostly for the repayment of old debts, they should here¬ 
after be advanced for agricidtural development. It does not 
consider land mortage banks at the state or district level es¬ 
sential in all the states. The suggestion is made that the 
contribution to long-term finance may, among other things, 
lake the form of Ciovernment purchase of part of the deben¬ 
tures issued by land mortgage banks. A provision is made 
under the Five-Year Plan of Rs. 5 crores to supplemcnit the 
long-term resources oi' the co-operative movement. The plan 
contemplates an expenditure of Rs. 10 lakhs on the training 
of personnel for co-operative societies. The Planning Com¬ 
mission points out the need for co-operative societies to launch 
a drive to lap rural savings. The Rural Banking Enquiry 
came to the conclusion that the rural savings had increased 
in the war and post-war years. 

Among the facts given in support of the conclusion are the 
increase since 1931-1932 in the share of the agricultural in¬ 
come in the total income of the country, the advantage to 
the agriculturist arising from the change since 1942 in the 
relation of agricultural to non-agricultural prices, the reduc¬ 
tion of indebtedness and the increase in the rural p(^st office 
savings deposits. In September 1951 a rural savings drive 
was startecJ in Madras for securing deposits as investments in 
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C^eniral C-o-operative banks, as a rcsull of which Rs. l*Ot) 
crores was collected as deposits by these institutions.’ 

We now turn to non-credit co-operation in the post-war 
years. Progress in agricultural marketing has been disap- 
pointiu jL!; and the ov er all po sitionOl the consumers' store s 
i s not satisfac toi ^. Xon-credit co-operation has expanded in 
recent \'ears mainly in the urban areas, and its record in the 
countryside has not been impressive. Another deficiency 
of the movement has been the lack of adequate facilities for 
training an efficient departmental stafT. 

C lo-operative farm ing has often been suggested as a remedy 
for tlie evils ol suI)-(Tivision and fragmcaitalion, but no more 
than a beginning in this has been made in areas such as 
Bomba). Bihar. Madras, the United Provinces, the Central 
Provinces, Orissa, Mysore and Cochin. On joint-farming the 
Rt'gistrar of’ Co-operative Societies, Bombay, reported in 
1946: ‘Experience so far generally gained in respect of 
joint-cultivation societies is that it is difficult to persuade land¬ 
lords and tenants to pool their lands together and that joint- 
farming in the real sense is not easy unless large areas ol’ 
government lands are available for each such experiment.’ 
lliis conclusion is confirmed by the experience in Madras. 
Madras has now 30 land colonization societies (excluding 
thosf* for ex-servicemen ) with a membership of 3,417 and a 
total paid-up of capital of Rs. 95,383 of which Rs. 30,790 
has been subscribed by Government as free grant. As re¬ 
gards the c onsolidation ol' holdim j^s. the Punjab stands in the 
forefront. From 1,477 in 1939 the number of Consolidation 
of Holdings Societies increased to 2,003 in 1946 and the mem- 
liership doubled during this period. I'he area consolidated 
increased from 10.75 lakhs of acres to 15*43 lakhs. In 1947- 
1948 consolidation resulted in the reduction of blocks from 
18*24 lakhs to 2’86 lakhs. In a note to the Co-operative 
Planning Committee Mr. F. L. Brayne commented on this 
work as follows: ‘ Coirsolidation binds the whole village to¬ 
gether and people who have by their own self-helping efforts 
overcome the tremendous obstacle of fragmented holdings 
and have defied the customs of ages to do so arc in a material 
and spiritual condition to carry on any reforms and improve- 

’ Report of the Working of Co-operalive Societies in the Slate of Madras 
for The Ck)-oprrativc year ended 30th June, 1952, p. 2. 
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ments necessary to raise their standard of living and maintain 
it at their new level.’ Voluntary consolidation has proceeded 
only at a very slow pace and until 1947-1948 95 per cent of 
the villages of the Punjab did not witness this process. I he 
achievements in other states under the aegis of co-opera¬ 
tive societies has l)(‘en Jar less satisfactory than in tlie Punjab. 

The social effects of co-operation have n ot been notabl e. 
Sf)cieties foiT the irnplbvenient of SclTTifatTori and hygien e and 
f or better living have appeared in only a lew states, and 
e\'en there they have seldom been vigorous. 

The voluntary asp ect of the movement is still f ar Ironi 
impressiv e. ‘ T have noticed a tendency,’ says an observer, 

" Jbr co-operative organizations in the Bombay Province in 
cornmf)n with their counterparts elsewhere, to ask i'or Govern¬ 
ment assistance even in cases where there is no genuine need 
lor such assistance.’^ Tliis state of affairs should pass and co¬ 
operation should become a real education in sell-help il* it 
should be a powerful means of rural regeneration. 

Sttmmary 

Origin of Co~operaliun in India :— 

Tf)wards the close of the nineteenth century Xicholson, an 
officer of the Madias Government, published a report on 
co-operation. In 1904, thanks to Lord Curzon, the Co-ope¬ 
rative Oedit Societies Act was passed, and under it a large 
number of credit societies were formed. 

The early progress of Co-operation :— 

In 1912 the Co-operative Societies Act provided for the 
formation of non-credit societies and higher credit agencies. 
Credit societies were gfiverned by the principle of unlimited 
liability and non-credit societies by the rule of limited liability. 

In 1915 the Maclagan Committee on Co-operation was 
appointed. It made a number of recommendations, espe¬ 
cially about the higher financial structure of the movement. 
In accordance with its suggestion, apex banks were formt'd in 
the major provinces. 

In 1919 Co-operation became a transferred subject. 

^ Glimpse's of Co-operation in Bombay (Reserve Bank publication^ 

p. 88. 
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The position of tl\e societies deteriorated during the de¬ 
pression. 

The Reserve Bank of InHia and the Co-operative Movement :— 

The Reserve Bank, established in 1935, was authorized to 
lend to provincial banks. In 1951 the condition of lending 
has been liberalized. 

The Second World War and the Indian Co-operative Movement :— 

The war years were the most prosperous period for the 
movement. There was now a shift in the emphasis from the 
credit to the non-credit aspect of the movement, and there 
was also a div^ersificatiori of the functions of primary' societies. 
I^rogress in the consumers’ stores movement was greatest in 
Madras and in Assam. 


M 
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POPULATION TRENDS 

THE RA'PK C)F INC^RKASE 

The British rulers of India often attrihnted the country’s wide¬ 
spread poverty to excessive population and the fatalistic atti¬ 
tude of the people. fhe cpiestion of population has therelore 
been one of viL»orous controversy in this country, and it has 
bectmie more important since 1921 because^ of the large in¬ 
crease in our population during the past three decades. At 
present a large number of economists beli(we that the country 
is over-populated; some consider tliai the problem can l)e 
solved by stepping up production, while others think that a 
reduction in numbers is n<*cessary ibr the economic progress 
of the nation. 

Until vcr\- recenth', the census fignrc-s were very delective, 

^ the most unreliable oi' all the statistics prepared by the 
Cov-ermnentIn tiie nineteenth century census operations 
produced strange suspicions. AVhen the census was taken in 
1872 there w'as a rumour that the Government w'anted to 
find out how^ many men there wxtc aged thirty w^ho would l)e 
fit for the Afghan War. Some thought that the census was a 
stratagem to catch a criminal w^ho had erscaped. I’here was 
also the fear that the census was taken wdth a view to ascer¬ 
taining the number that could l^e opposed to the Russians 
wdio w'ere advancing towTirds the Indian frontier. After 
1881, famines, epidemics and political agitation continued to 
affect adversely census operations. The Census Report of 
1941 says, referring to the previous census: ‘At that time 
Gandhi’s civil disobedience movement W'as in full swing and 
all over India, the census, as a governmental activity, incur¬ 
red hostility as such. In Ahmedabad city the census could 
not be taken at all and similar effects were undoubtedly ap¬ 
parent in Surat and Gujerat areas. Ten years ago 


^ Sir Albion Bariorji, quoted by V. G. Karve, in ‘ ITie Population 
Problems of India p. 2G1. 
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and indeed at all previous censuses the people’s attitude 
towards enumeration might be described as passive. In 1941 
it was extremely active.’^ 

The first census was conducted in 1 872 , when the number 
of people enumerated was 206- 1 millions. In the 70 years 
preceding this the p opulation increas ed greatly owing to the 
ri se in productio n, the sto pping of certain cust oms such as 
‘ s ati ' and ir ifantic ide, and the im prcw ementpflaw and order . 
Since 1872 the rale oT increase has not really been very rapid 
compared with that in certain other countries. Between 1872 
and 1931 about 57 millions were added to the census returns 
as a result of the inclusion of new areas and the improved 
methods of enumeration. Making allowance for this, we get 
the following figures of real increase:—- 


IVrinH Percentage of real increase 

in population 


! 

1872-1881 

1*5 

1881-1891 

9'6 

1891-1901 

1-4 

1901-1911 

6-4 

1911-1921 

1*2 

1921-1931 

10*6 

1931-1941 

15*1 


The real increas e from 1872-1931 comes to 36 per cent, 
whereas in England and Wa les the increase in the same 
period was 11 p er cent. The rate of increase in the United 
States was even higher. Between 1870 and 1920 the popu¬ 
lation of Europe increased by 47 per cent, as compared with 
a 20 per cent increase in India.- Recently the rate of iri- 
crease has gone up. In the half-century before 19?i theTeal 
incr^se in oin population was 54 millions, but in the single 
decade 1921-1931 the population increased by 32*5 millions, 
and in the next decade by 35 millions. The decennial rate 

^ The Census Report 1941, Pt. I, p. 24. 

® ‘ The Problem of India’s Overpopulation ’—A discourse read at 
the International Population Congress in Rome, in September 1931, by 
Mr. Rajani Kanta Das. 
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of increase which had varied from 9 *6 per cent in 1881-91 
to 1*2 per cent in 1911-21, rose to 10*6 per cent in the 
decade 1921-31 and to 13*1 percent between 1931 and 1941. 

THE BIRTH-RA I K 

The slowe^^rm^i of the population between 1872 and 1921 
was d ue to a high deatli-rat c. The average annual birth¬ 
rate in India between 1885 and 1910 was 3*64 per cent 
whereas in many European countries the average annual 
birth-rate over the sarpe periocl was only 3*11. Sin ce 192 0 
the b irth-rate has shown a sli ght, tendency to fall. The 
recorded birth-rate in 1949 was 27 *6 as compared with 38 per 
thousand in the first t^vo decades of' the present century. 
From 3*81 per cent in 1901-10 it I'ell to 3*69 per cent in 
the next decade and to about 3*43 per cent between 1921 
and 1930. 'J'he number of live births in India per thousand 
of population in 1947 was 26*6 as compared with 34*8 in 
Japan, 25*8 in the United States, 39*4 in Ceylon, 29*1 in 
Greece, and 20*8 in the United Kingdom.* 

Fhe h jgh biinli-rat e has been due to many factors such as 
early an d jiniv-fg^nl the wi despread povert y of the 

people, and the j omnannlv system which makes it somewhat 
easy for a man to support a family. In 1931 about 80 per 
cent of the women in the reproductive ages (15 to 45) were 
married, and of these about 64 per cent were in the age- 
group 15-30 when the rate of fertility is very high. 4'he propor¬ 
tion of' women in the first half of die reproductive period in 
England was 53*5 per cent. Mr. Ghosh, in his Pressure of 
Population and Economic Efficiency in Jndia^ estimates the 
n et reproduction ra£ e of India at 1*1 on the basis of 1931 
figures, the corresponding rate in England and Wales being 
0*81. The Indian population showed in 1931 a tendency 
to increase at the rate of 10 per cent for each generation, 
whereas the population of England showed a tendency to fall 
by 19 per cent in a generation. 

It seems that in the case of India both prosperity and 
poverty have ac ted as causes of t he growth of population. 
In 1900 Lord C^rzon, during the Hudget ‘ Debate in the 
Viceregal Council, pointed out that extension of irrigation 
acted as a stimulus to the growth of population. A similar 
tendency was observed in the canal colonies of the Punjab. 


’ U.N. Statistical Year Book, 1948. 
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The only important preven tive chec ks to the growth of 
llie population have been the ban on w idowL . rem arriag e 
and the w idespread prev^a lencc of venereal diseases. Pro¬ 
l onged lactation , los s of vitality c ause d bv prevenuBTe disease s, 
and in recent^years the ge neral rise in the marriageabl e 
age among the e dur.ated c lasses have had a lowering effect 
on the birth-rate. ~ 


THE DEATH-RATE 

Since the beginning of the century the death-rate lias shown 
a tendency to fal l, particularly in the decade 191^0-30. The 
av'erage aniiTudTleath-rate Ibr India i^etw^een 1 885 and 1910 
was 5j08 per cent, whereas over the same period for a 
number of European cou ntries it was per cent. India 
has compared badly with the advanced nations, as can be seen 
from the table below:— 


Death-rate per thousand of population 



1911 

-13 

1921 

-25 

1931 

-35 

1939 

India 

29 

9 

26 

0 

24 

3 

21*1 

Germany 

14 

8 

13 

3 

11 

8 

12-3 

France 

19 

7 

17 

2 

16 

8 

15-3 

United Kingdom 

14 

2 

12 

4 

12 

3 

12-2 

United States 

14 

1 

11 

8 

11 

8 

10-6 

Australia 

10 

9 

9 

5 

9 

3 

9*9 

Japan 

20 

7 

21 

7 

19 

3 

17*6 


'I wo important features of the death-rate in India are the 
hjgbJ u^^ptile mortalit)’ and tlie h eavy mortality of fem ales 
atre^oduetT ve ' ages ) In fantile mortal ity tended to Tall 
between the’ years 1920-40, and tlicre was also some 
decline in maternal mortal ity. In the 'twenties and ’thirties 
c holera and the plagu e Ijccame less important as ranges 
of death. 

Commenting on the high death-rate, Mr. Cyan Ghand 
stated: ‘ The most significant point about Indian population 
is not its increase but the high cost at which the increase is 
b eing maintained . If our net increase every year is about 
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3*5 lakhs it is being se cured at the cost of 40 lakhs more 
deaths than would occurTn the L-nitcd States 

VRBAN AND RURAL POPULATION 

In this century the percentage of the ur ban population fell 
from S )’89 to 9*4 5 in the first decade. ancTThcn rose steadily 
to 13,per cenT in 1941. The number ol‘ towns with 100,000 
inhabitants or more rose from 35 in 1931 to 58 in IJlil. I’he 
ii Krease in,th e, ptipuiation of these townis was 8 1 per cent as 
c ontrasted with the 15 per cent increase in the vv4i ole cou ntyy. 
The rate"of grow th wasT ugher in the larger to wns than in tlie 
smaller ones. Besides, in dustrializatio n. and Hie growth of 
trad e and education, the a menities and attractio ns of cit y 
lifc_ account for tTiTs tendency. 

OCCUPATIONAL DISTRIBUTION OF THE POPULATION 

The least reliable of the tables given in the census reports 
are those showing the distribution of the people by p c^cupa-^ 
tions. VVe do not possess reliable data to make a generali¬ 
zation about the period before 1911. Up t o 1931 , the per¬ 
centage of tlie p opulation dependent on agricultu re seem s to 
have i ncreased .^ * The present problem in India’, says the 
Census Report of 1931, ‘ would seem to be less the actual 
total increase of population than the increase of that portion 
of the population which is occupied in agriculture and allied 
pursuits In 1911 about 71 per cent of the population was 
engaged in agriculture ; in the ’ forties only 2*6 million people 
were employed in^the organize d industrie s; and for 1948, 
according to the National irTcome Committee, the population 
engaged in agriculture was 68*2 per cent. There has thus 
been li ttle change in the occupational structu re, although a 
number of indiistries^have been deveToped. 

POPULATION AND PRODUCTION 

The pressure of population on food-sup ply has been steadily 
increasing^ Mr. Dalta, who made an enquiry into prices in 
the early^years of this century, pointed out that between 1890 
and 1912 the p opulation increased by a larger percenta ge 

^ Problem of Population (Gyan Ghand)—Oxford Pamphlet. 

“ Report of the Famine Enquiry Commission, Pt. II, p. 81. 

® Census Report 1931, Pt. I, p. 31. 



CH. XXIIJ 


POPULATION TRENDS 


647 


tota l p roduction of food grains^ The following 
table shows the ihounting~j7f^sm^biri^ during the three 
decades from 1911 to 1941:— 


’^"ear 

! Population 
(millions) 

Average net area 
^ sow n (million acres) 

Per capita area 
sowTi (acres) 

1911 

231*6 

208 

0*90 

1921 

233*fi 

205 

0*88 

1931 

256*8 

211 

0*82 

1941 

295*8 

215 

0*72 


The following table gives the acreage per person under 
food-crops including all food grains, sugar-cane, vegetables, 
fruits, condiments and spices:— 

1911 0*83 

1921 0*8(i 

1931 0*79 

1941 0*67 

The produclion of major food-grains fell from 54*5 million 
tons in 1919-1920 to 47*'8 (average 1919-20 to 1941-1942). 

Although the per capita area sown began to decrease even 
after 1911, tlie year 1924 can be regarded as the ‘ great divide ^ 
in the history of India’s population. Before that year despite 
the great famines India used to have a food surpl us; round 
about 192J developed a shortage of focxl whi^ has been 
slowly but steadily .growing. In the five years 1910-1915 
India exported 1*95 inTllion tons of food a year; her 
export fell to *4 million tons between 1915 and 1920. She 
had a deficit of *16 million Urns a year between 1920 and 1925 
and this grew to more than one million by 1935. The pro- 
d iictivitv of cultiva tion per capita which had been stationary 
rir moving upward belbre 19'^J began to fall steeply after tha t 
year. Moreover, whereas be fore 192 1 population had been 
repeatedly a bridged bv famine and pestilenc e, si nce that yea r, 
except for the BcmgaUbjiiiue. there has been no major positive 
c heck t o the growth of population. 

In some areas like the Upper Ganges valley this grow ing 
prt^ssure has rcsulled in an increase in the cultivation of 
cheaper varieties of grain, and has retarded the growing of 
such valuable commercial crops as sugar-cane. The evil of 

‘ Report of an Enquiry into Prices in India, para. 146. 
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su b-division and Iragmcntatioii of ho1dinij ;s has been growing, 
and s ub-inreudation has appeared in the ryo twari tracts a lso. 
Over vast areas this has h indered the irnpFbvemcirt ot^ 
vation and the i ncrease of the yield per acre . 

Judged by al>solute requirements, Ibod-production was very 
Jow even in the early years ol‘this century. In 1 919. it was 
calculated that the p er capita food-sup ply, as in dicated by 
the yield of the principal crops, amounted to *83 millioii 
cajuiiks whereas the human body requires 1 *27 million calories. 
In the first two decades of the century food production fell 
sh ort of the absolute requirements bv 34 to 40 per ce nt. 
The position has w orsened since th en. 

Moreover, in dustries h ave not d eveloped rapid ly enou gh to 
r elieve the pressure o n tl^ lahc 17 1 huHi less to bringliBbut a 
ri ^ in thTr it and'c^d^br livn^ VVe have already seen that 
tPie per capta production oFa number of industries is extre¬ 
mely low. The per capita income of the country has not 
shown any increase since 1931. 

According to the latest census, the population of India is 
361*82 millions ,! he second highest in the world. The figure 
represents a 12i per cen t incr giise over the population of the 
same area during the previmis census. The number of dis¬ 
placed persons who have come to India as a result of the 
Partition has been put at nearly 7 J millions. 241 million 
odd people have been classified as agncultural and 107 odd 
million as n on-agric ultural. The urban population is a little 
Xmore than eigHT lakhs. 

The P artition of the sub-continent has made the population 
problem of India more difficult. The esti mated sown are a 
per person we nt down to 0*71 acre s. The following table 
gives figures of our food imports ancT food procurement since 
Partition:— 



Imports 

Procurement (million tons) 

1947 

2*3 

4*2 

1948 

2*8 

2-7 

1949 

3-7 

4*6 

1950 

2-1 

4*4 

1951 

1952 

4-7 

3*4 

(till October) 

3-7 

3*0 
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As regards agricultural productivit\, the Planning Com¬ 
mission has observed in its Draft Outline of the Fiv'e-Year 
Plan: ^ Evidence as to the trends of yields per acre is not 
conclusive. From some of the published figures available, 
it wo uld appear that in respect of c ertain food cr ops, at any 
rate, the trencriias been downward . It is difficult to assess 
the over-all productivity in agriculture, but the broad picture 
that emerges suggests co nditions of stagnation in this respect 

In 1953-54 tliC Japanese method of rice growing was 
adopted in 2()0,()()() acres with striking effects. The highest 
yield an acre was 3,000 to 4,000 lbs. In the years to come 
this method is likely to be an important means of stepping 
up food production. 

The latest ce nsus report estimat es that if existing population 
trends continue India’s population will be 450 millions by 
1 969 and 520 by 1981. In 1951 her t otal food produ ction 
was 70 million t ons, her sh ortage being about 3*4 r nillion 
tons. It is estimated that b\^ 19w 105 million tons will l)e 
needed. Even il‘ three five-Ncar plans are cairicd out suc¬ 
cessfully between 1951 and 1969 production can be increased 
only to 94 million tons. 'Fhe Census Report points out that 
India has a higher proportion th an the wo rld as a whole of 
i rrigated are a (15*5 per cent of the total area sown) and no 
other country except China irrigates a higher propoition. 
The Fi ve-Year Plan envisages to bring under irrigation 1 60*9 
la kh acres c ompared with 149*4 lakh acres brought under 
ir rigation during the one century of British rule. 01‘ the 240' 
laldi additional tons that may be raised, one*-sixth will be 
produced by increasing the acreage under crop, one-third by 
extension of irrigation and a half by all methods of increasing 
the yield other than irrigation. The report dismisses two 
propositions that are often advanced by some population 
experts. It regards the generalization based on European 
conditions that the birth-rate goes down with the increase in 
social status and standard of living as not true in the case of 
India. Wc have seen that in India prosperity has acted as 
a cause of increase of population. The Census Report des¬ 
cribes as a ‘ fallacy based on a misreading of history ’ the view 
that industrialization coupled with food imports will solve 
the population problem. The conditions which in the nine¬ 
teenth century enabled the advanced nations of the West to 
solve the population problem in that way no longer obtain 
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in the world. The Report therefore e mphasizes th at some 
m ethod of checking the f^rowth of pcjpulation is necessar y. 
In the period 1941-1950 the death-rate has fallen to 27^ er 
1,000 and the average ex pectation of life at birth has risen 
from 26 years 11 month s in the period 1921-1930 to 32 y ears 
in the period 1941-1950. The bi rth-rate is now 40 per 1 ^QQQ . 
The Report observes that every married couple could have a 
maximum of three children without creating a national pro¬ 
blem and that births above this nurnlier are to be described 
as ‘ improvident maternity.’ 4'he percentage of improvident 
maternity for India is 42*8 compared with 19*2 for the United 
States, 14*3 for the United Kingdom, 19*7 for France and 
33*9 for Japan. 

It is even 1 eared that in recent years the a nnual incom e 
p^r head in real term s ha s declined in India.’ In view of the 
^seriousness of the problem, the Planning Commission has 
urged the i mportance oi family planniu Ly. It recommends the 
provision by the State of facilities for sterilization , o f advice 
< jn contraceptio n on medrcal grounds. Sta te aid to research. 
and diss emmation of information about scientific method^ of 
family limitation . 


Summary 

The rate of increase :— 

After 1921 the real increase became high. 

The birth-rate :— 

From 3*64 per cent between 1885 and 1910, it fell to 
3*43 per cent by about 1930. There have been no powerful 
preventive checks. Both poverty and prosperity have been 
causes of the high birth-rate. In recent years the tendency 
to a slight fall continues. 

Death-rate :— 

Since the beginning of the century this has shown a ten¬ 
dency to fall except for short periods. 

Urban and rural population :— 

During the past two decades the urban population has 
increased more rapidly than before, but India is predominantly 
an agricultural country. 

^ Colombo Plan (H. M. S. O. Publication), p. 12. 
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Occupational distribution of the population :— 

No change has been witnessed in the occupational distri¬ 
bution. 

Population and production :— 

The per capita production of major food-grains has been 
declining, and the country is loda\- facing a difficult food 
problem. The national income has not risen since 1931. 



CHAPTER XXIII 


FAMINES AND FAMINE POLICY 

Despite railway construction and irrigation development 
famine presented a grave problem to the Indian Government 
throughout the whole of the nineteenth century. Almost 
every year, minor famines afflicted some part of the country 
or other. Te n major Ikminc s, some of which were more 
dreadful than the Black Death, occurred in different regions 
of the sul)-continent and entailed an expenditure of several 
crores. 


J AMINE UNDER THE EAST INDIA COMPANY 

In 1 769-1770 there was a great famine in Bengal which 
ki lled about a third of the populatio n. The following is a 
description of the condition oi the people during this famine. 
* All through the stifling summer of 1770 the people went on 
dying. 'Die husbandmen sold their cattle; they sold their 
implements of agriculture, (hey devoured their seed>grains; 
they sold their sons and daughters, till at length no buyer of 
children could be found; they ate the leaves of trees and the 
grass of the field; and in June 1770 the Resident of the 
ilurbar affirmed that the living were feeding on the dead.. . . 
At Moorshedabad. . . .the streets were blocked up with pro¬ 
miscuous heaps of the dying and the dead. Even the 

dogs and jackals, the public scavengers of the East, became 
unable to accomplish their revolting work, and the multitude 
of mangled and festering corpses at length threatened the 
existence oi’the citizens’.^ 

Another big famine that occurred during the Company ad¬ 
ministration was the ‘ s kull famine’ of 1702. which devastated 
the B ombay province (except Sind), Hyderaba d and the 
nor thern districts of Madr as. The d eatn-ro| l according to 
one estimate was one crore . 

In 1 836. a major famine decimated the people of Agra . 
The begi nning s of the Government of India ’s famine policy 

’ W. W. Hunter, Annals o f Rural Bengal, 18(')8, I, pp. 26-27. 
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can be traced to tliis year. The East India Company regu¬ 
lated the corn trade until 1812, when it virtually adopted a 
policy of free trade in corn. Towards the close ol' the 
eig hteenth centur \\ r elief works were started in Madras. 
But only in 1 838 d id the Government r ecognize the ohliga - 
tio n of providing employment for those who w^ted i t. 

FAMINES IN THE NINETEENTH CENTL'RV TNDER CROWN 
ADMINISTRATION 

4\vo years after the Crown took over IVom the East India 
Company, a famine ravaged parts of Agra , the Punjab , and 
the fringes o f Rajputana and Cutch . The principles of relief 
followed by the Government were the same as in 1838; 
the Government p roviding work for those who sought it. 
Relief f or t hose who could not work was mainly through 
public cJiar itv! I'his was in the ibrrn 7)f rooked food for those 
who agreed to reside in a poor hm ise. Colonel Baird-Smith, 
who instituted an enquiry into tl^ famine, declared that the 
Indian members of relief committees were all in favour of this 
method of relief; but the Famine Commission of 1880 stated 
that in many parts this method was highh* repugnant to the 
people, some of whom chose to lose their lives rather than 
accept relief on such terms. The C ommissio n considered that 
vi llage system of relief was pr eferable to the poor-hou se 
system, though the former involved the risk oT a too free 
grant of relief.^ 

The next major famine aflected the wh ole of tlie eastern 
s ea^ljoard to the north of Madras and a considerable area 
inland, ft is known as Ihe Orissa Famine of 1865-67. and 
^vas the result ol meagre rainfall in 186 5. The’Government 
misjudged the position at the beginnin g, and when the famine 
was^well under wav it a dministerccTrelief without snflici ent 
c^. incurring an expenditure of 1^ crores. The famine 
was reprded b\ the Famine Commission of 1901 as a turn - 
in g-point in the^hi<qy]- V of Indian famines be cause the enggi ry 
t hciL condu cted, bv Si r (yeorge Campbel l ‘ lai d the founda ¬ 
ti ons of the humane policy which the Government of Ind ia 
ha ve now^ adoptedT ^ ' 

1 Report of the Famine Commission of 1880, p. 140. 

2 Report of the Famine Commission of 1901, p. 1. 
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Shortly alter this Jkmine in the east there was a big famine 
in the west ( 1868-70) . The areas affected were the native 
states of Raiputana, and the British territory of Aimer , Peo¬ 
ple left their villages in considerable numbers, many choosing 
death rather than relief work in British territory. In 1868 
the Ciovernment declared that ‘ every district office r would 
be held personally responsible that no deaths occurred from 
starvation which could have been avoided by any exertion or 
arrangement on his part or that of his subordinates ’. 

l"he State spent over seven laklis of rupees on relief. The 
total expenditure to the Government t ame to nearly half a 
crore. Besides re missions of rev enue—which was usually done 
in times of' famine — the State now adopted the new principle 
of making adv ances to husbandmen . In spite of a liberal 
policy the death-roll was very hii>h and the misery of the 
people through famine was gr eatly aggravated by cholera 
and l ocusts th at came in its wake. 

Early in the next decade Bihar and the a djacent aYca^ of 
B engal and the Un ited Province s were hit by famine (1 873- 
lA) , A prodigious Government r elief orga,nization now suc¬ 
coured 300,000,000 units at a cost of 6^ crores,' V illag e 
in fection by oilicials for the provision of relief w as then done 
f or the first time , and this became the .basis ol rclid' ad ¬ 
ministration in subsequent famines. 'I’he Government spent 
considerable sums on free relie f. 

'Pwo years later a famine scourged S outh India , parts of 
the Central and Un ited Provin ces, and a small area in the 
P unjab (1 H76-1878). W. Digby who was in South India 
describes such scenes as ‘ one hundred people engaged in 
picking a root which was unhealthy,’ and ‘ ten ladies return¬ 
ing home with a few handful of grain taken from ants’ holes 
in return for six or eight hours labour’.’ Because of the huge 
expenditure incurred by the Indian Government during the 
Bihar famine, the Secretary of State proposed precautions 
measures against indolence or dishonesty . But the te&ts 
adopted to find o|pt whether those who sought relief were 
really in need of it were highly unpopular . Though the 
fiovernment instructed the officials that aid to preserve life 
should not be refused under any circumstance, mortalit y 
was hig h. 

* W. Digljy, Famine Campaign in South India, Vol. I, p. 14. 
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During the two famines in the ’seventies the Government 
wavered between extreme laxit\ - and ur eat strictnes s in the 
a juiinistration of relie f. During the South Indian famine 
administration of relief was stringent although the Govern¬ 
ment spent over eight crores. I’he n eed for formulatiiijr a 
cl ear famine policy was now felt and In the Gov’ern- 

inent appointed the first great Famine Commissio n unde r the 
chairmanship of Sir l^ichard Strache \. 

The Famine Commission in its report published in 1880 
emphasized the principle that r elief.necessa ry to save life 
should n ot be refused , but the Government should see to it 
that ad ministration of relief di d not impai r s elf-relianc e or 
t hrift among the people. They laid it down that the able- 
bc^ied should be employ ed on relief wor ks at a reasonable 
wage, and that free l elief should be giy en in villages or in 
poor-house s (preterably in the former) to Those yvho were 
found unable to work. C onstant inspection of \ ilja ges, the 
g rant of loans and s uspension of revenue to landow^ners on 
condition that they should extend similai- relief to their ten¬ 
ants, and n on-interference w^ith trade , were their other im¬ 
portant proposals. More important was the Commission’s 
p owerful advocacy of measures to prevent fami nes. Among 
their recommendations were the c onstruction o f a number of 
p rotective_w^ork s and the pr ovision of subsidiary occupatio ns 
t o the agriculturi sts. Their report ' p ow^erfulTy influeuFe d 
fo r good agrarianTind administrative reform’ in the country 
f or two decade s. ~ 

The recommendations of the Famine Commission were in¬ 
corporated in a provisional Famine Code which defined a 
fa mine wa ge as ‘ the l oyvest amount sufficient to maintain life 
under gwen circumstances ’. On this l)asis provincial famine 
codes were drawm Up, 

After 1880 a number of protective irrigation work s and 
r ailw^ -s we re taken up and fipanced from the Fam ine 
Ii LSurance Gran t. The g rant dated from 1876, when the 
Government decided to s et apart H yores annu ally. It 
was laid down a few years iatpr thnt first rliarge oil it 
should be fanjine^xelief, the s econd, protective works , the 
balanc^ to be applied to the reduction or avoidance-oflddjt. 

famine relief, which thanks to the Commission of 1880 
was'^educeci io a system , was f^iy..,successful during the 
famines that broke out tow ards the close of the century. 1-ack 
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of monsoon in 1896 resulted in famine in north and c entral 
India, and p arts of Madr as. In the United Provinces relief 
was administered vigorously and economically, but in the 
Central Provinces it was not so successful, owing largely to 
the reluctance of wild tribes to accept relief on the usual con¬ 
ditions. The famine was investigated by a Commission in 
1898, presided over by Sir |ames Lya ll. ‘ The elaBorate 
enquiry,’ says the Famine Commission of 1901, ‘completely 
vindicated the principles laid down in 1880 and demonstrated 
the success which a system of relief based upon them could 
achieve. Wherever there was failure it was due not to 
defects in the system of relief, as to defects in the administm - 
ti on of i t 

The 1898 Commission suggested a more liberal w^ag e and 
an e xtension of gratuitous relief, especially during the rains 
that marked the close of famines. They also laid down rules 
fo r the relief ol‘ weavers in their own t rade and of t he aborir 
g ijial tribe s. 

Before these proposals could be fully examined a disastrous 
fa mine swept through nort h and iXiitzaLJLodi^ bringing a 
s evere cholera epidem ic m its wake. The Deccan districts 
suBered most, the l oss of cattle being, according to one esti¬ 
mate, over 4 2 per c^ nt and crop losse s running t o 50 crorcs 
of rupee s. On the whole, the relief given w'^as excessive, 
Government expenditure in the Central Provinces alone being 
over 4i crores of rupees. The third great Fam ine Com¬ 
mission, which conducted an enquiry in 1901, emphasized the 
principles expressed b)’ the Commission of 1880. I'hey 
wanted a policy of * prudent boldness and s tressed the neef| 
for e xtensi ve preparations and the tapping of non-official ai d. 
As a result ot their recommendation the minimum watre was 
g iven up, and p aymen t was made p roportionate to the work 
done. Measure s w'ere also adopted to deal w'ith a fodder 
famine . 

The evolution of the Government’s famine policy from 1880 
to the turn of the century w^as thus summed up by the Im¬ 
perial Gazetteer of India early in the present century: ‘ In 
the quest of the happy mean the pendulum has been con¬ 
stantly on the swing; but the arc has become steadily smaller 
and the relief system is gradually settling down. The main 


^ Report of the Famine Commission, 1901, p. 1. 
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principles of retlicf are no longer questioned, and diversity in 
practice becomes less in each successive famine’.' 

In support of the (h)vernment’s famine policy it was said 
that after m ortality amoim healthy adults had been 

g reatly reduced . 'Hie Commission of 1898 stated that the 
l and-ov^ing and c ultiyating classc*$ sh owed gre ate r powers o i 
resistan ce than before. 

’llie cETef criticis m urged against the (joyernment’s famine 
policy in the nineteenth century was that expenditure on 
i rrigation Wcis not adec|ua te—a criticism contalinrig^s6me 
justice (See Chapter I\’). Fhe ryotwari settleme nts were 
criticized as w eakening the faniine-resisting power of the pe o- 
pie, but this the Government refuted in a detailed report. 

The method of fighting a famine wliich the Government 
liad evolved b\ the beginning of this ccaitury is briefly as fol¬ 
lows: I’he G overnment was constantly o n th e alert, receiv- 
It flhrmation on weathe r, crops and prices^ anB ^planniinr 
r elief WD rks. 11 watched the rlangpr ?;lgnals in time of 
drought, in tensified the preparations , and launc hed an offe n¬ 
s ive against despair Meetings were held, ncm- oflicTal hel p 
was e nliste d to organize private charity, and l ists w ere made 
o f those living in vill ages who would re quire gratuitous relief. 
Test works were then started to find out the numbei~ot those 
really in distress. In tunes of distress re lief works were opened 
and m easures a^gainst pest ilence enforced. At the coming of 
the monsoo n tile p ouev-M^ a’g Rejjef wei e 

g radually clos ed, adv ances were made to cultivat ors, and 
gr atuitous relief was "extende d. At ha rvest time g ratuit ous 
r elief was stopp ed. This sort of campaign it was claimed was 
‘ one of the most remarkable achievements in the history c>f 
.scientific administration ’. 

FAMINES IN THIS CENTURY 

Early in this century parts of the country were affected by 
a famine, but the havoc wrought was now less than the 
ravages of the great nineteenth-century famines. The great 
famine of this century was the Bengal Famine of 1943 . one 
of the worst tragedies in the whole history of the nation. 
The Famine Enquiry Commission which, under the chair¬ 
manship of Mr. W oodhead. investigated its cause s, described 

* Imperial Gazetteer of India, Vol. Ill, p. 494. 
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it as a man-made famin e. It blamed both th e Central and 
the B cntyal governments for the famine, although physical 
c auses w ere then operating against the province. In 1942 
the yield c>i‘ tlie a man crop was very low and im ports of Burma 
r ice cease d during the Japanese occupation. On this critical 
occasion the Bengal Government failed to enforce strictl y the 
f ood grains control orde r, while the Central Governm ent did 
n ot vi»orously set in mo tion sup plies from the surplus pr o- 
\’in££S. While p rices were soarin p^ some traders were CQii- 
c ealing supplies, and were carrying on 1 )1 ack-marketeerin g of 
a most lieinous type. The amount of profit s made bv buying 
and selling rice in that year is put at Rs. 150 cror cs. In this 
famine the (Ica th-rQ li was o ne and a half millions . 

The Woodhead Commission’s recommendations were the 
e arly introduction of rati on ing in tovvijs with a population of 
about 25,000 and more, the vi gorous requisitioninuf of sup ¬ 
plies when the flow of supplies was not maintained by ordinary 
sales, the la unching of a big attack ag a inst corrup tion, the 
effective e nforcement of embargoes round ThFsurplusTlistric ts, 
and the cre ation of food advisory co mmittees consisting of 
o fficials and non-oflicia ls. The Commission also made a num¬ 
ber ofuseHirTIJjges^^ au gmentin g the food-supply o f 

tlie country and averting famines. 

There are still parts of the country for which famine remains 
a menace. Only a far more vigorous effort to develop both 
the agriculture and industry of the country than has been 
made hitherto can be a solution to the problem. 

As regards c urative measu res, the pro vincial governme nts 
have intr ocjuced i mprovements in their famine cod es^ Siiice 
1928-29 the Famine Insurance Fund has been known as the 
Famine Relief Fu nd: a fund to be spent e ntirely on relie f. 
Under the Devolution Rules of the 1919 Constitution, each 
prrtvinrf? F^^H^hr cd to set apart a specified sum towar ds 
s gch a fiin^ and dcposITthe amount with the CcntralGove rn- 
njenU- But the Government of India Ac t of7935 placed on 
the provinces the r esponsibility for making such provision s. 

Summary 

Famines tinder the East India Company :— 

1769-70—A great famine killed about a third of the popula¬ 
tion of Bengal. 
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1792—I’he Skull famine afflicted Bombay, Hyderabad and 
the northern districts of Madras. 

1838—During the Agra famine of this year were seen the 
beginnings of the Government cjf India’s 
Jarnine policy. 

famines in the nineteenth century during the administration of 
the drown :— 

I860—Famine in north and north-west India - Relief works 
were opened. 

186j- 67—The Orissa Famine the laying of the foundations 
of the Government’s humane policy. 

1868-70—Famine in north-west India. Over 7 lakhs of 
rupees were now spent on gratuitous relief. 
Advances uere made* to the peasants. 

1873-74—Famine in Bihar, Bcmgal, and the United Pro¬ 
vinces. Village inspection was now done, Fhe 
(iovernrnenl spent profusely on gratuitous relief. 

1876—The South Indian Famine—the administration of 
relief was now very strict. 

1880—The Famine Commission recommended the ad¬ 
ministration of reliel* without impairing self- 
reliance. It powerfully advocated measures to 
avert I'amines. 

1876—The Famine Insurance Grant was begun, 

1896—Famine in North and Central India and parts 
of Madras. 

1898— 'Fhe Famine (kunmission which now repc^rted 

suggested a more liberal wage and extension of 
gratuitous relief. 

1899— A famine affected almost the whole country. 

1901—The third great Famine Commission now reported. 

It advocated a policy of boldness, and stressed 
the need for extensive preparations. 

Famines in this century :— 

1928—Famine Insurance Fund became the Famine Relief 
Fund. 

1943—The great Bengal Famine a man-made famine 
accc^rding to the Famine Enquiry Commission 
of 1945. The Commission proposed strict 
rationing and food control and positive steps 
to avert famines. 



CHAPTER XXIV 


PRICES AND PROSPERITY 

THE NINETEENTH CRN l t RY 

Shorti.y aft er tlie middle of the iiiiietee nth century, India 
underwent a c ommerciai revoluti on" l"hc construction of 
r ailways broke the economic isolation of many parts of the 
country and en ded the ‘ natural econom y * that had prevailed 
in them. A number of other tendencies such as the iiilro- 
d action of money over a wider area, and the v igorous fimc* 
tinning of the civil cour ts, were causing the decay of the old 
order. The n eyv’inQbn ity w eak ened the caste syste m and the 
l oint-family system by piro moting indiyidiialis m. The caste 
system had some adyanta^s, especially m the earlier cen¬ 
turies of the country’s history, but as years went b\' it became 
rigid and began to hamper economic progress. It was useful 
for conserying hereditary talent and for developing it. Through 
it individuals got some of the benefits which today they ac¬ 
quire from the social service State. Moreover it fixed a divi¬ 
sion of lal^our which was convenient for an age that lacked 
the modern professional institutions. But the system began 
to breed narrowness of a type that curbed experiment and 
initiative. ‘ Among the oil-pres.scr.s writes Radha Kamal 
Mukeriee, ‘ there are two sub-castes. l"he Ghana work on 
oil mill of primitive pattern. The machine has no hole for 
the removal of the oil which has to be soaked up with a bit 
of rag tied on to a stick. The kolus use a mill with a hole.... 
The status of the latter is very low\ The former do not adopt 
the improvement.’ To some extent, therefore, the enfeebling 
of the system should have facilitated better economic effort, 
but the CJovernment of the country, as we have alread\* seen, 
was hindering development in a number of directions. Hence 
in the nineteenth century li ttle economic progre ss was made; 
while, on the other hand, thp lot nl me ponr wnyspTied as_a 
r esullTif th e decay o f handicra fts. 

In the first fifty years of the nineteenth century, fluctuating 
prices could not hide a broad te ndency for prices to fal l. This 
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was due lartijcly lo the iiilrodiiction ol‘ c ash assessments of 
l and reven ue, which i ncreased the demand for money. But 
after the m iddle of the cen tury the opposite tendency be¬ 
came apparent. P rices in India came to be i nfluenced b y 
w ijrld pd res. We have seen that tlie American Civil War 
caused a cotton boom in the ^sixt ics and a phenomenal rise 
in the income of the cultivators. In the ’seventies, however, 
there was a period of'distress. Famine worked great havoc, 
and it was now that the village money-lender came into his 
owai. Moreover, in the south, land revenue assessments 
pressed severely on the poor. With the end of the American 
Civil War the demand for Indian cotton went dowui, and tlic 
agriculturist was in difticulty. The combined effect of all 
these factors w'as the Deccan Riots of* 1874. A better time 
came,in 1880, and the tiext 15 years were comparatively 
prosperous for the agriculturist, largely owing to the absence 
of famine. Irrigation now made some progress, and the cul¬ 
tivation of commercial crops increased. Between 1 873 and 
1893_the index number of prices rose from 100 to 105. 

THE PRESENT CENTURY 

'Fhe turn of the century brought great calamities lor the 
people. Famine and plague now combined to plunge many 
parts of the country in dire distress. In 1909 the Administra¬ 
tion Report declared: 

‘ So far as ordinary tests can be applied the Indian land¬ 
holder, trader, ryot or handicraftsman is better off than he 
was fifty years ago. He consumes more salt, more sugar, 
more tobacco and far more imported luxuries and conve¬ 
niences than he did a generation back. Where house-to- 
house inquiries have been made it has been found that the 
average villager eats more food and has a better house than 
his father; that to a considerable c.xtent brass and other 
metal vessels have taken the place of the coarse earthen 
vessels of the earlier times; that his family possesses more 
clothes than formerly. There arc exceptional districts like 
North Bihar and parts of the Deccan.where the con¬ 

dition of the landless labour is deplorably low. There are 
other exceptional tracts such as Lower Burma, Assam, Ma¬ 
labar, Canara, the Himalayan districts and a greater part of 
East Bengal where there is a comparatively high scale of 
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living or no real poverty. The greater part of India lies 
l^etween these exceptional extremes.’* 

(iokhale and some other Indians did not share this view of 
the condition of the people. In one of his speeches in the 
early nineteenth century Gokhale obserx^ed: ‘ The only taxes 
whose proceeds supply any indication of the material condition 

f)f the people are the income-tax and the salt tax.The 

revenue under both heads has been more or less stationary 
all these years and the salt-revenue has not even kept pace 
with the normal growth of the population. I’his therefore 
lends no supjjort to tlie contention that the people are ad- 
\ arK’ing in material prosperity ’. 

After 1there was a r apid rise in pric es and Gokhale 
attributed it to the heavy coinage ol rupees. The Govern- 
inenl appointed K. L. Datta to make an enquiry into the 
cause of the abnormal rise in prices. Datta Ibund that the 
rise in India was higher than in some otlier countries of the 
world. He explained tlie r ise in world price s as due to a 
number of developments such as s hortaue m the supply of 
ag ricultural commod ities, the incr ease of deman d for them, 
the expan sion of gold arid c urrency supp ly, the Russo-Japanese 
and the Boer TtsE:: vs’hich caused c’onsidtaable destruction. 
As regaids the factors pec uliar to Ind ia, he mentioned the 
d ecrease jp tluv prodneri on of food-»rain s owing to adverse 
weather, substit ution of non-food for food c rops, and the 
])rin ging under the plough of inferior lan d, the ri se of demanrl 
l( g- staple commoditre s due to an inc rease in population and 
improv ement in the standiuds of li ving, the devel opment o f 
t ranspo rt, and the e xpansion of credit and bank ing. The 
(TovtTnment did not agree wath tins analysis, but contended 
that the rise was not the upshot of internal developments but 
the result of outside causes. 

During the First ^Vorld War. when the currency of the 
country was expanded, prices touched unprecedented heights. 
A number of commodities were now' in short supply because 
of import restrictions and the diversion of resources in the 
exporting nations of the West for war purposes. The trend 
w as most marked in 1920, the year of the post-w^ar boom. 

Prices passed their zenith the following year, and con¬ 
tinued their do waiward trend until 1929 when, influenced by 

^ Memorandum on Indian Administration during the past fifty rears, 
1909, p. 26. 
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world-wide factors, they went into a sleep decline. 'Flic 
prices ol' aur icultiiral commodities now fell mor e than tliose 
of industrial products, and India therefore suficred more than 
the industrial nations of the West. In 1931 pric es went helgw 
t he 1913 level and reached their nadir in 1934. Fhe lot of 
the poor agriculturist liecame very bad, and rural indebted¬ 
ness increased. The trading class also suffered. The Gov¬ 
ernment was ill financial difficulties and had to increase 
taxation and impose cuts in salaries. 

R ecovery b egan in 1934, and prices kept i mprovi n». except 
•during 19!l7n938, when there was a recession. They began 
t(^ ri se sharply after the outbreak of the Secon d World VVar, 
and until 1943 the Government did not attempt to check 
their upward trend. The rise in prices was the resul t of 
in flation of curren cy, shor tage of commodities—especially of 
foodsturts after the Japanese ocxiipation of Burma—spec ula ¬ 
tion and hoardin g, tr ansport bottlenec ks, and th e malHisff i- 
b ution of goo ds. 'Fhe General Index of wholesale prices 
rose from 125’6 in 1939-1940 to 245*0 in 1945-1946. Over 
the same period the index of wholesale prices of agricultural 
commodities rose from 127*5 to 272*8, and that of manu¬ 
factured articles from 131*5 to 240*0. The Government’s 
price control policy during these \ears was not successful. 
The la ck of a strict physical control over commod ities made 
p rices soar and produced a black market in a number of 
commodities, as well a s hoarding and p rofiteerin g. A 
scheme of rationing was adopted, but it contcuiied a number 
•of loopholes which were sedulously exploited by the black- 
marketeer. 

In the post-war years, except for very short periods when 
the tendency was in abeyance, prices have ('ontinued to soar. 
Fr om 245 a t the end of the wa r the index went up to 389 
in Aug ust 1949. In the post-devaluation period the tendency 
has continued, though during 195 0-1951 prices r ose to a 
greater extent in the United Kingdom, the United States 
and Australia, than in India. The outbreak of the Korean 
war was an important cause of the rise in prices. Other 
factors which have kept prices high in the post-war years are 
the increase of curren cy, the decline of agricultura l and in- 
d ustrial production , the in crease in populatio n, the disloca ¬ 
tion ca used by tfic Par tition of the sub-continent, and the 
defects in the Government’s price control policy. 
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Even at an early staj^e during the war the Government 
began to adopt m easures against inflation . The t ax system 
was bro ught up to date , an a ctive borrowing program me was 
initiated, and in 1943 fo rward transactio ns in a number of 
commodities and bullion were dis courage d. Other measures 
adopted to combat inflationary pressure have been the re- 
s triction on capital issu es, the intro duction of partial ratio n¬ 
ing and the l aunching of a production drive . I'he continued 
effect of these measures, however, has not been s trikingly 
successful. 


PROGRESS UNDER THE BRITISH RULE 

It now remains to assess the progress that has been made 
in this century. It is quite evident that in the latter part 
of the British period some economic progress was made in 
India, but the policy of the Crovernment was criticized on 
the ground that progress ought to have been accelerated 
further. In some respects India has achieved striking results. 
In i rrigatio n, for example, there is today n o country which 
is ahead of Ind ia; but even here there is c onsiderable room 
for improve ment. A fe w indus tries, like the cement industry, 
ha ve up-to-date machinery. The pe troleum indus try em¬ 
ploys up -to-date working method s, and in this respect is 
second to no other country. BuTas we have seen, a number 
of industries have not modernized their machinery, and India 
is se riously deficient i n the pr oduction of capital goo ds. VVe 
have also noted that the pr oductive cHicien ev of duT industry 
is very low,_ oui agriculture remains b ackward , despite all the 
work that has been done over the past three decades, and our 
tra nsport system is still very deficient. Similarly, India has 
spent a few crores of rupees in the maintenance and upkeep 
of fi sherie s departments and the publication of reports and 
scientific papers on fisheries, but p ractical res ults achieved so 
far have been ‘ n egligible,’ .^ 

It is true that ni certain lines of development there are 
physical limits to the achiev’ement of results within given 
periods, but the criticism that in the days of British rule 
efforts were not pushed by the Government to those limits 
seems, with reference to a number of lines of advancement, 

’ Report of the National Planning Committee on Animal Husbandry, 
Dairying, Fisheries and Horticulture, 1948. 
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lo contain a good deal of truth. The expenditure on natiog al 
building services was then v ery low, and during the first few 
years after Independence this has increased many times 
although, even lunv, judged by the gap that has to be filled \ 
it cannot be considered sufficient. This, however, is not to 
deny that in the British period strong foundations were laid 
for a number of liighly usethl development schemes, and that 
some of the organizational work done then was of the highest 
quality. 

A number of typi<‘all\ British methods of tackling economic 
problems, such as the ap|: ^intmeut of commissio ns to conduct 
enquiries, have now become part of the practice of our 
Government. It should also be remembered that some of 
the deficiencies of the economic policy of the Government in 
those days were inevitable. A foreign gov'ernment liesitates 
to interfere too much with the economic life of the people 
lest it be accused of oppression. For example, the root cause 
of the deficiency of our agriculture was the sub-division and 
fragmentation of* holdings, which could be removed only by 
drastic measures involving a breach of time-lionoured prac¬ 
tices-- a step which even the national Government hesitates 
to lake. In estimating the economic (dfccts of British 
rule this considcrali(ai does not seem to have been fully ap¬ 
preciated. Perhaps it has even been ignored. I’here were 
serious difliculties in the way (jf the. Britisli rulers producing 
decisive or spectacular results in certain lines. One ma\' 
safel\- say that the alien rulers could have produced l)ettei' 
though not spectacular results. 

As regards the prosperity of the people, the Moral and 
Material Progress of India Report for the years 1922-23 says: 

‘ It is plain to the observer that there is considerable indirect 
(‘vidence as lo a growing prosperity rather than lo an in¬ 
creasing povertN'. The multiplication of third-class passen- 
.gers on the railways during the last decade would seem to 
indicate that more money is available after the bare neces¬ 
saries of life have been met than was previously the case. 
The recently increased absorption of rupees, which two years 
ago threatened the whole currency system of India with in¬ 
convertibility, combined w'ith the growing employment of 
silver for the purpose of adornment by classes of the popu¬ 
lation previously, within living memory, accustomed to brass, 
would seem to point in the same direction. Perhaps 
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even more important as contributory evidence to growing 
comfort is the manner in which the agricultural population 
of India survived the scarcity and famine of 1920-21.’^ 

Against this view, one can easily give a number of descrip¬ 
tions of people suffering very much and lacking even the bare 
necessaries of life. 'Fhe reports of the Labour Investigation 
Committee, prepared towards the close of the British period, 
furnish considerable evidence of the abject poverty of workers 
in a large number of industries, and in different regions of 
the sub-continent. A number of enquiries conducted 
after 1946 into the wages paid to agricultural workers have 
shown that they are miserably low.*^ The commutation 
of all payments in kind into money, which was coming into 
vogue before the Second World War, probably worsened the 
position of the agricultural worker. Moreover, the agricul¬ 
tural worker has remained unemployed for a good part of the 
year, and this has been a more decisive factor influencing his 
level of living, which borders on starvation. 

We have seen that the per capita production of a number 
of essential goods has remained very low. The per capita 
consumplion of milk is only five ounces as compared with 
41 ounces in the United Kingdom; that of eggs is eight in 
India as against 154 in Britain, and 296 in Canada; that of 
potatoes is 81 lbs. per annum as against 560 in Belgium. As 
for the consumption of fish, a recent marketing enquiry 
showed that ‘ annual production of fish in India was found 
not to exceed 170 lakhs of maunds of a total value of Rs. 10 
crores 45 lakhs. This means that the fish production must 
be stepped up by at least ten times this figure if even the 
minimum needs of the fish-eating population at an average 
of two chatakas a day per person are to be met.’ The over¬ 
whelming majority of the population have not found it pos¬ 
sible to consume fruit. The area under fruit cultivation has 
not expanded, as is shown by the following figures:— 

1914-21 4*5 Million acres 

1921-22 4-0 

1931-32 3'8 

1939- 40 4-0 

1940- 41 3*9 

^ Report, p. 196. 

- Labour Year Book, 1946, Chapter VIII. 




668 


ECONOMIC HISTORY OF ENGLAND AND INDIA fPT. 11 


During the last 20 years the Council of Agricultural Research 
has launched 40 schemes of fruit development and has spent 
about two and a half million rupees, but the bulk of the people 
has remained unaffected l)y such endeavours. Moreover, 
today the price paid for milk in the urban areas is the highest 
in the world* and adulteration is widely practised. 

Various estimates have been made of the national income 
of India. As early as 1867-70 Dadabhai Naorqji put it at 
Rs. 20. A number of estimates made in the past are un* 
reliable. Dr. V. K. R. Rao estimated it at Rs. 166 for 
1931-32. According to the National Income Committee, 
which published its first report in 1951, it is Rs. 255, a level 
which, making allowances for rise in prices, does not appear 
to be higher than that indicated by earlier estimates. The 
contribution to national income by agriculture and live-stock 
does not seem to have gone up. As regards shifts in_di&tri- 
bution i t seems that a good part of the income has been 
diverted tow^ards the non-investing strata of rural society. 

A number of family budget enquiries conducted in the 
’thirties showed that a large percentage of families was in 
debt . The percentage was as high as 90 in Madras. 

The lo w standard o f consumption ig one of the chief causes 
of bad h^t h irTa large part ot‘ the population. Since 1932 
more than! 00 dietary surveys have been carried out mainly 
l)y w'^orkers in the Nutrition Research Laboratory of Coonoor, 
South India, in various parts of the country. A tentative 
estimate made shov\'s that at least 30 p er cent of the popu¬ 
lation are, even in normal times, hal>ituallv underfed. The 
c xpcctatiou, ..o£Jife in India in 194 Iwas veafs”Compared 
wit h 67 in Austra lia. 63 in England and Wales, 63 in Germany 
and 47 in Japan. Moreover, njedical facilities, though they 
have been increasing during the pSt thirty years, have remain¬ 
ed wholly inadequat e. In 1939 there was only one doctor 
for every 9,000 of the population and one nurse for 86,000 
persons, whereas for Britain the corresponding figures were 
776 and 435. 

The history of the Government’s policy towards public 
health in India is a long one. In 1864 three commissions were 
appointed in the three presidencies of Bombay, Calcutta and 

^ * A General Survey of the Milk Problem in India ’ by Sardar Datar 
Singh in the ‘ Indian Dairyman,’ August 1949. 
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Madras to improve the health primarily of the army and 
secondaiily of the general population. Five years later a 
Government Sanitary Commissioner and Statistical Officer 
were appointed, as well as sanitary commissioners for the 
presidency provinces. Under the Montford scheme respon¬ 
sibility for local medical and public health was transferred 
to the provincial governments. I'he expenditure on public 
health remained veiy low until Independence. In 1945 the 
All-India Health Surxey and Development Committee (the 
Bhore Committee), announced a lO-year national health plan 
for India costing Rs. KOOO crores. After Independence a 
Ministry of Health was created at the Centre. 

A great blow to the prosperity of the nation w^as the com¬ 
munal riot that convulsed parts of northern India in the hectic 
days of Partition. It presented the Indian Government wdth 
an immense refugee problem. Rehabilitation work has been 
going on and 14 tow'nships are being developed to accom¬ 
modate about 470,000 displaced persons. 

More than 30 years ago it \vas observed that the poverty 
of India was the crux of her political problem. It remains 
so today, presenting a hard test for her new-born political 
democracy—a test that may have many a lesson of importance 
to the peoples of other countries. 

Summary 

. VineIcfnth century :— 

In the first half of the nineteenth century prices showed a 
tendency to fall. After 1850 there was an opposite tendency. 

1860-1866.Prosperity for the cultivator because of the 

high price of cotton. 

T'he ’seventies were a bad period because of famines. 

1880-1895—A period of comparative prosperity because of 
absence of famine and the progress of irrigation. 

I’here was little material progress in the nineteenth century. 

The present century :— 

1912—Enquiry by Datta into prices. He attributed the 
rise to an increase of population, the development of trans¬ 
port, expansion of banking and credit fcicilities. 

During the First World War prices rose steeply. 

After 1920 prices began to fall, and dropped sharply after 
1929. Recovery began only in 1934. 
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Progress under British Rule :— 

Good results were achieved along certain lines of develop¬ 
ment ))iit material progress was woefully inadequate. The 
per capita income had not risen since 1931. The per 
capita consumption of many articles was very low. The 
health of the people was very unsatisfactory. Poverty 
continues to be the crux of India’s political problem. 



STATISTICAL APPENDIX 

I. AGRICULTURE 

(1) AdRini-LTCRAL PRODI'CTION IN INDIA 


million acres 


Year 


Net 

area 

sown 


An a iin- 
Area cler IVuils 
; Jrri- under and vx*- 
gated major ^etables 
area Idofl includ- 
grains ing root- 

CTOpS 


Area : Area' 

under * junder| 

priS. 

crops 


com¬ 

mer¬ 

cial 

crops 


cur¬ 

rent 

fal¬ 

lows 


rablcl 
waste I 
other' 
than 
fal¬ 
low 


For¬ 

ests, 


1 9 11-1912 202 • 6* 39• 7* 150*5 4 7* 

1920-1921251*5 55*8 143 0 4*2 

1930-1931 280*8 57*9 154*5 -1*9 

1937-1938 280*9 03*3 154*9 4*G 

I940-194r214*0*55*8* 155*4 , 3*9* 

1948-1949 243*9 46*8 192*3 


•l-9»:38-2*l49-7*i 88-861-9* 
lO O 43-0 75-7 il08-483-9 
13-0 :52-5 ;56-5 in-283-8 
12-8 58- 7 58 0 110-987-0 
I0-5*i44-6*'45-3*: 97-9:68-3* 


* For British India only 


POI’UI.ATION AM) I'OOD PRODUCTION 


Year 


Population 

(millions) 


Production of 
inaitii* 
food grains 
(million tons) 


Acreage per person under 
food crops including all 
food grains, sugar-cane, 
vegetables, fruits, condi¬ 
ments and spices. 


1911-1912 ' 

231*6 

.. 

0*83 (1911) 

1920—1921 

233-6 ; 

54*15 

0*86 (1921) 

1931—1932 

236*8 

50* 1 

0*79 (1931) 

1941—1942 

295*8 

45*7 

0*67 (1941) 
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(3) POPI LATION AN1> 1001> PROHl/CTION HV PROV'INCKS 


Province 

J*opulation 

1911- 1921- 
1912 1922 

(millions) 

1931- 1941- 
1932 1942 

Acreage under major 
food grains (million acres) 

1911-11921- 1931- 1941- 

1912 ; 1922 1932 1942 

Assam 

(i(i 7-5; 

8(i 10*2 

4*5 

4-3 

i 

4G; 50 

Bengal 

45-5 4(i'7 

50-1 60-2 

21*5 

22-3 

22-6 24-5 

Bihar and Orissa 

36*9 36-4 

40-4 45*1 

22-8 

21-2 

20-0 I9 (i 

Bombay (includ¬ 
ing Sind) 

19*7 19-3 

21-9 25-4 

lG-4 

20-G 

19-8 20'7 

Central Provin¬ 
ces and Berar 

i:;-8 13-7’ 

15-3! lG-8! 

13-9 

13-7 

149 14 a 

Madras 

39-1 40-1 

44*2 ; 49-3 

19- 1 

20-3 

19-5 17-7 

N. \V. P. P. 

2-2 2-3 

2-4! 3*0 

2-3 

2-4 

21 2-2 

Punjab 

19*b; 20-7 

23*6 i 28-4 

18‘3 

21-5 

21-3 20-8 

L'niled Provinces 

46*8 : 45-4 

1 

48*4 i 55-0 

31*5 

31-8 

31-3 30*7 


(4) ac;reage i 

L NDER PRINCIPAL CROPS 

million acres 


' 1911-1912 

1920-1921 

1937-1938 

1950-1951* 


Rice 

GG-7 

71-1 

73*5 

75*9 

Jowar 

18 0 

36*7 

34*4 

38*4 

Bajra 

128 

17-3 

18*7 

22*2 

\\*heat 

250 

25*1 

34*0 

24*1 

Barley 

8-5 

7-1 

71 

7*7 

Maize 

5'4 

7-9 

7*9 

7*7 

Cirarn j 

Ragi and miscel- 

141 

12*4 

19-0 

18*7 

lancous food crops 

33*7 

41*G 

42-9 


Sugar-cane 

2*4 

2*7 

4*0 

4*2 

Cotton 

14'4 

18*8 

22*8 

14*5 

Jute 

31 + 

2*5 

2-8 ; 

1*4 

Groundnut 

l-U 

2*0 1 

8*3 : 

11-1 

Linseed 

1-5 

2*4 i 

4*1 ; 

3*4 

Castor-seed 

1-3 

1*3 i 

1*3 : 

i'3 

Rape and mustard 

7-0 

5*1 ' 

5*7 1 

5*0 

Sesamum 

3’9 

4*7 

5*0 ' 

5*6 

Tobacco 


1*0 

1*3 ; 

■9 

Indigo 

’•2<i 

•29 ; 

.03 



* Indian sub-conlincnt 

tAIl-India 

J1912-1913 
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(f)) AX l'lKAfih YIF.I.n or C:i?.KTAIN (IROPS 


lbs. per acre 



1921- 

1931- 

19.36- 

1939- 

1947- 

1951- 


1922* 

1932* 

1939 

1940* 

1948 

1952 

Rice 

957 

988 

809 

768 

i 

739 

632 

Wheat 

845 

811 

623 

741 

599 , 

556 

Siij?ar-canet • 

2.820 

2,956 

3.046 

2,787 

3,213 ; 

2,794 

Clot ton 

104 

110 

78 

88 

80 

79: 

Tobacco 


1,179 

839 

859 

634 1 

660 

Linseed 

Rape* and Mus- j 

402 

403 

257 

292 

243 1 

210 

rard 

519 

539 

385 

427 

391 

353 

(»roiindnul 



878 


758 

579 

CJastor-N('ee.! 



205 


187 

164 

lute* 



«84 


1.017 

959 

lea 



558 


734 


Ciofl’ee 



194 


183 . 


Rubber 



24<» 


272 


*I'’or Hritisb India onb 






■■'In terms c»r 

ra\> suirar 

.gur <*r i 

Jgg'MA ' 




ijiSi'Cond estimate 
i^Xuts in shells 






'(i COMl'AKA'I 1\K S I A l IS J l< s or OF SOMl'. CikOPS IN INDIA 

AND IN 


( l.kTAlN orill R ( Ol'Nl'KIKS 





(A- 

Rice 

lbs 

. per acre 




Average 

erage 





A\ erage* 
1909- 
i9i:; 

1926- 

1931- 




(.luiinliA 

1927 

lei 

1932 

to 

1936- 

1937 

1938- 

1939 

1948 


1930- 

1935- 






1931 

1936 




liulia (ineliidini*; 







Hurma i 

982 

851 

;{29 

861 

728 

1.048 

Burma 


887 

845 

833 

959 

1,216 

Indo-Clhina. 

928* 

(itil 

(i37 



1,022 

Siam 


1.017 

961 

863 

943 

United States 

1.01)0 

1,333 

1,413 

1,.505 

1,469 


Italv 

1,952 

2,797 

2,963 

2.839 

2,903 


Spain 

2,969 

3,749 

3,709 




Egypt 

2,119 : 

1,845 

1,799 

2,083 

2,153 

, , 

Japan 

1,827 1 

i 

2.124 

2,053 

2.339 

2.276 

3,321 


♦1914-1915 to 1918-1919 


N 
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(B) Wheat 

lbs. ptT acre 


Countrx 

Average 

1909-1913 

Average 

1924-1933 

1 

1950 

United States 


852 ; 

812 

Canada 

972 

I.I88 


.Vustralia 

7M 

708 


Argentina 

780 

596 


Europe 

1,140 

1,110 


Russia 

r»3o 

612 


India 


724 

660 

Kgypt 



1.918 

Japan 



1,713 

China 



989 


(O Cotton 





lbs. p(‘r acre 


(lountr) 

1937-1938 

1950 

India 

89 

89 

Ivcfypt 

531 



Peru 

508 



Sudan 

271 

. 


Arisen tina 

151 



Sovi<*t 1,'nioii 

322 

268 

United States 

264 



Brazil 

154 



Uganda 

84 



China 


204 

Japan 

1 

196 


fD) Sugar-cane 




Ions per acre 

Country 

1939-1940 

1950 

i 


India 

12-66 j 

14 

Hawaii 

., i 

75-4 

Java 

54-91 

56-20 

Peru 


41 • 14 

Puerto Rico 


28-4 

Florida 

I 

28-7 

Australia 


14-33 

United States 

20 06 

20-6 

Cuba 


17-36 











Sl’ATISTItJAT. APPENDIX 


675 


(7) EXTF.NSION or jlJTK CUI/flVATION IN' 1*1 IK INDIAN' UNION 


1 

Art'a under 

Production of 

Year 

jute 

raw jute 


(’000 acres) 

(’000 bales) 

1947-1948 

r>52 

U658 

1948-1949 

834 

2,055 

1949-1950 

1,163 

3,089 

1950-1951 

1.454 

3.301 

1951-1952 
(final forecast; 

1.951 

4.(i78 


(8) DKV’KKOPMENT OF IRkl<;ATlON 
(A) Area under difTerent systems of Irri.cfalion. 

(thousand acres'! 


War 

From canals 

1 State 1 Private' Tolal 

I'Voin 

tanks 

! 

From ; 
w(41s 

From 

other 

sources 

Total 

1902-1903* 

: 15,(iti4 1,235 

16.879 

8,138 

12.895 

6.186 ' 

44,098 

1920-1927* 

21,000 3,(»00 

24.600 

5.600 

12,000 

5.500 

47,700 

1929-1930 

23,072 3.654 

26,72(i 

(i.298 

12.702 

5.282 : 

51,010 

1919-1950 + 

16,961 2,856 

19.817 

8.174 . 

i 

12,881 

7,780 i 

48.652 

*l'W Ilritish India only. 



t Indian Union onl> . 


/ H'l DISTRIUUTION OF IKRUJATION HY PROVINCES 

(thousand acres) 


Province 

.\\erag<’ an a 
under irriga¬ 
tion from Ciov- 
ernnient works 
during the 
C|uinquenTiiiim 
ending 1921-22 

A\ I'rage area 
under irriga¬ 
tion from (jo\ - 
t'rnment wtirks 
during the 
quinquennium 
ending 1941-42 

I 

j 

Increase 4' 
Decrease— 

Punjab 

1 i).719 

12,533 

4 2,834 

United Provinces 

.3.293 

5,418 

r 2,125 

Sind 

3.Hil ! 

‘ 5,010 

4-1,849 

Madras 

6.945 1 

7,464 

t 519 

Central Provinces 




& Berar 

310 1 

458 

r 148 

N. W. F. P. 

360 i 

492 

i 132 

Bombay 

381 

404 

r 113 

Bengal 

109 i 

204 : 

95 

Bihar 

672 

700 

-t- 28 

Orissa 

681 

645 

- 36 






676 


KCONOMIC HISTORY OF ENGLAND AND INDIA 


p r. IT 


(9) AREA OK KOREST LANDS AND Oim URN f)F KOUKSl |•KODlK;F. 


Year 

l'''«>resl Area miles 

Reser- ■ ^ L’liclas- r,, , 

j lecL- , total 

\ ed , sed 

ed 

P<r- 

rent- 

age (>r 

total 

forest 

area 

to to¬ 
tal 
land 

Outturn of I*rodiKt: 

rim her & Minor Pro- 
Fuel diice 

cu. it. Rs. 

1920-1921* 

103,491 7,510 139,4ti0 250,473 

23-1 

298,053.989 ;1,30.00,ti27 

1929-1930* 107,353 0,298 135.503 249,154 

22-0 

3.50,007,089 1.50,83.945 

1939-1940 

.135,01421-5 

199.248,OOOt 

19-M-1945i 

.1.55,004 24-7 

274,117,000 


*Brilish (including Hiiriiia. Andaman and Nicoijar islands' 

J 939-194<'» (a v cragc). 

^Excludes ligurcs for Andaman and XicoLai islands. 


( lO i FINANCIAL RKSl.'l.'J S OF FOREST ADMINfSTKA I ION 


Year 


(iHJSs revenue I'.xjxTidiiure 
lakhs lakhs 


l«(i-l-liU)^) n> 


Surplus 

lakhs 


iPcrccnlage of 
surplus li» 
igross revenup 


1808-18f.‘) 

27’ 1 aver. 23*8 

a\ tT. 13 ’0 

aver. 

30-4 


jrer 

pvv 

ix-r 



annum 

ammm) anntim) 


1879-1880 to 
1883-1884 
1899-1900 t(* 

88-2 

.5(r 1 

32-1 


30-1 

1903-1904 
1909-1910 to 

!<)•♦> 

112-7 

83 !» 


42-7 

1913-1911 
19M-1915 to 

290 0 

103-7 

132-3 

- 

44-7 

1918-1919 
1924-1925 to 

371-3 „ 

211-1 

U>0-2 


43- 1 

1928-1929 

595-4 .. 

351 - I 

244-2 


40-9 

1931-1932 

39ti-0 

300- 7 

95-3 


24-0 

(111 MVE-S’IOrK 



Net area 

Live-stock millions 

5 ear 

Pofarlaiion 

inillion.s 

sown 

million 

acres 

Bulls & 
lt=,Hocks 

BulTalot-s 

Sheep & 
goats 

1903-1904 


208-4* ■ 

32-2 24-5 

13-7 

49-2 

1920-1921 

233-0 

251-5 

40-5 35-7 

17-9 

02-1 

19.32-1933 

250-8 

279-7 

48-9 30-5 

19-4 

00*3 

1940-1941 

295'8 

214'0* 

40*8 ! 30-4 

18-9 

07*7 


♦British India. 
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( 12) AREA I’NUER 'HIE THREE MAIN TYPES OF LAND TENURE IN DIITERENT 
PROVINCES OF INDIA 


’i^rovince 

Ryotwari 

Zamindari perma- 
nentlv settled 

Zamindari and vil¬ 
lage communities 
temporarilv’ settled 

million acres 


1925-19:^0 

I9S7- 

i9:m 

1925-1930 

1937- 

1938 

1925-19:30 

1937- 

19:38 

Miidras 

02-5 (1928- 

02' 1 

23*5 0928- 

28-8 



Bi-ngal 

29> 

74 ") (1925- 

2() includ¬ 
ing Sind) 

44'b 

29- 

37'8 (1927- 

:^9-1 

4-0 (1925- 

26) 

11*3 (19271 

3-9 

United 

Provinces 



28) 

7-;i (1926- 

7-3 

28) 

(iO-1 (192(i- 

10- 1 

Punjab 



27) 

' 


27) 

(iO-1 (1929- 

60-6 

Bihar and 


3*9 

41-8 (1926- 

49*5 

30) 

11*2 (1926- 

601 

11-4 

( )rissa 


(Orissa') 

27) 

(39-6 

27) 

(4*6 

t Central 
Prc^vinccs 
and Ucrar 

11-1 (1929- 

11' 1 


Bihar) 

' 

40' 5 

Bihar) 

39*4 

Sind 

;i0) 

30- 1 





Assam 

29-5 (1929- 

29-8 

i :5'9 (1929- 

3*9 

1-7 (1929- 

1-6 

X. \V. V. P. 

:io) 


30) 


30) 

8-4 (1929- 

8-5 

Ajmer- 

Merwara 



’9 (1929- 

•9 

30) 

•7 (1929- 

•7 

Coorg 

1-0 (1927- 

1*0 

30) 


30) 


Delhi 

28) 




•3 (1929- 

•3 



1 



30) 





(13) INCIDENCE OF LAND REVENUE IN THE DIFFERENT PROVINCES 
(per acre of cultivated area) 
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(14) I'lANIATIONS 

million acres 



7’ca 


Cloflee 

^’ear 

Acreage 

Production 

.\crcage lVodi.u4ion 


(million 

(000,000 

(million i000,000 


lu res I 

ll)s.; 

acres) 

Ihs.) 

1911-12 

• 51* 

253 ' 

•09 

21 

1920-21 

•70 

.322 

•20 

20 

i9:io-:ii 

•79 

:9i0 

• 19 

I 

i9:i7-:i« 

• 02 

392 

•20 

i 20 

1917-40’^ 

•70 

501 

• 19 

; 

i 

*iiiulian I’nion 

only. 





!15; 

1 XfOR'r OF IKA 



\ car 

\’alni in 

laklis of rupees 

Perctrntage of \ alue of 
total exports 


192li-I‘J27 29.01 9 

1929-19:10 20.01 H 

1940-19^19 (i:^.70 15'3 


II. rXDl^STRY 

{ I ! MINKRAL I'RODITC'IION 


(.hi anti tics 

Minerals . 



1900 

1913 

1925 

1929 

1948 

Coal (niillitui tonsj 

0 - 1 

Iti-2 

20-9 

23-4 

30 - 1 

Petroleuni (gallons; 
Manganese Ore 

: r ;-7 

277-5 

289 0 

300 - 1 

65-6 

('000 tons; 

127-8 

8150 

839 0 

994-2 

525-0 

Lead ('000 tons) 


5-8 

47 0 

80-2 


( lold (’000 ounces) 

, 513-0 

590-0 

393 0 

363-8 

180-4 

Salt (million tons) 

10 

15 

1-2 

1-7 

2 * 2 

Silver ( „ ounces) 

Clopper Ore 


0-2 

4-8 

7-2 


(’000 tons) 



88-0 

88-1 

322*2 

Iron Ore (’000 ions; 

50 0 

37 i -0 

1 , 554-0 

2 , 428-5 

2 , 808-5 

Zinc Ore ( „ „ ) 



21-0 

67-4 


Mica (’000 cwts.) 

it)-2 

45-7 

45-0 

53-2 

1 ^ 61-8 

Saltpetre (’000 tons) 
VVolfram 

('rungsten Ore) 


:^oio 

1260 

! 1-3 


(*000\ons) 

Monazitc (’000 Ions) 


1-0 

0-74 



1-2 


1 0-1 


Magnesite ('000 tons) 

i 1 


29-6 

j 23-4 

1 

j 48-3 







(2} GROWTH OF INDIAN COTION MIDI. INI>T;STRV 
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940 388 11,00.05,785 2,00.076 4,30.l65i l.28,79,35<t 203 .59.21.289 1.38,101 2.42,694, 62.76.373 
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v^; CONSl^Mr ilO.N OF (.OTTON CLOTH IN INDIA AND THE PERCEM AOE SHARE 
01 MILLS, HANDLOOMS AND FORERiN IMPORTS 


\'rar 

Mills 

Hand looms 

Imports 

I90(l-19ni 

10*9 

22*8 

3 

loop-1010 

22 1) 

22 • o 

:>4-9 

] 92 1 -1 922 

-14-4 

27-2 

28-4 

]92i-]92:> 

:i9-h 

21-8 

38'(i 

]927-1920 

-1L2 

22-8 

30-0 

1920-19:<} 

'j2*8 

27-8 

19--1 

]9:\2-]KU 

7)7'2 

28*5 

18-3 

1929-1927 

(d*r> 

24- 1 

J4-4 

1920-1929 


28*0 

ID--! 


(4; rilK JI TK Mll.L INDUSTRY 




.\t). oi 
mills 
al work 


Persons 

Autljorised employed Looms Spind- 
capilal (in ilaily {in I<*s (in 
lakhs of (averai^e) thou- thou- 
rnpecs) (in sands) sands) 

thousands) 


Value of 
manufac¬ 
tures (in 
lakhs of 
rupees) 


1879-80 to 


1883-84 (av.) 
1899-1900 to 

2i 

270*7 

1903-04 (av.) 
1914-15 10 

38 

! 680 

1918-19 (av.)! 

73 

' 1,403*6 

1920-21 

77 

: 1,923*5 

1930-31 

100 

2,360*6 

1937-38 

105 

2.488*4 


38*8 

5- 

■5 

88 

124-9 

114-2 

16' 

■ 2 

1 334*6 

826*5 

259*3 

39- 

7 

821*2 

4,019*3 

288*4 

41- 

■6 

869*9 

5,299*4 

307*6 

61- 

8 

. 1,224*9 

3,148*8 


66- 

7 

: 1,337*9 
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P I . II 


(:")) THIi (iROWIH Ol- TIIF SI't;AR IMirSTRV 


Year 

Number of 
factories 
operating 

Quantity of 
cant: crusht'd 
root) tons ' 

Sugar ])rodiiced 
, . . 3 Rt'co\er\ 

direct Iroin cane , - 

COOO 


31 

1,784 

158 

8-89 

1932-19;^:^ 

:>(> 

:‘).350 

290 

8-()() 

1933-1934 

111 

5.157 

454 

8*80 

1938-1939 

139 

7,004 

ti51 

9-29 

1913-1941* 

145 

11.941 

1.200 

10*0(> 

1944-194.^)* 

!3(i 

9.219 

942 

10-22 

1947-1948* 

134 

1 

10.910 

] .075 

9‘8.5 

♦Indian 1 

diiou onh. 





'<•/ CHAIN ixDici s ixm infm 

-Vl'klAL PROni'- 



(1 »as< 

•: Year 1928 

100. 


All 




1 n >ir 

N’car Jndus- 

Sugar Jut 

Clotton 

Tea Paper 

and (^'.u 

irics 




Mci 4 


1939 

72*4 

17M-4 

13-6 

151-5 

9b-2 

J51-8 

289-3 

139- i 

1940 

99-9 

18(l-0 

48-8 

220- 1 

95-4 

358-7 

300-7 

140-2 

1941 

135-4 

247 • ;l 

16-8 

489- 1 

141-3 

432-2 

387-3 

11 l-!> 

1942 

1(.9- 1 

227-5 

47-7 

758 •<» 

219-5 

188-4 

402-2 

1 12-9 

1913 

170-9 

283-2 

37*5 

988-9 

137-0 

535-8 

323-9 

133- 1 

1<)44 

167-0 

239-7 

: 12-2 

760-1 

106-4 

412-1 

341- 1 

333-t) 

1945 

163-2 

195-(i : 

44-5 

651 • 1 

145- i 

-12 4-t) 

348-5 

359-7 

]94(i { 

160-2 

219-2 1 

56* 3 

631-9 

191-;} 

405-3 

293-7 

276-7 

1947 j 

J38-5 

303-3 1 

49-9 

497-6 

207-4 

258-8 

251 0 

238-8 




III. TRANSPORI 

( 1 , KOAl> MII.KAGI IN r.RITISII IMUA 


Rf»a(.K iiiaintainrd 
hy Public 
Aull!()ritic.s 


Roads inainiaiiH‘<l 
by Local Jioards 


Total l.cii£»di ol 
all Roads 



Metalled 

Un- 

inetallcd 

Metalled 

Uri- 

inetalletl 

MetalK-d 

Lb.- 

metallcd 

1925-26 

1937-38 

1943-44 

26,850 

24,236 

31,349 

20.920 
1.5,158 

17.920 

32,260 

39,470 

.38,(i27 

119.110 

205,327 

139,367 

59,i JO 

63,706* 

69.976 

140.030 

220,485 

1,57,287 


♦Decrease in rniicaj^c clue to the separation of Burma and the Shan 
Slates. 









(2) COMPARAU\K SI A MSI ICS Ot RAILWAY DtVtLOPMENT IN INDIA. 
THE I NHII) STAILS AND THE LNIIED KINGDOM 






SUMMARY f)K TllK RKSl l;is ol WORRINC; OF INDIAN RAlLW'A'iS l?»24-19^r> i III LakliS of kujn't 



Interest Charges 2.298 2.382 2.483 2.bl:) 2,81(t 2.887 3.113 j 3.l4t) 3.149 



1934-35 1935-3fi iy3<>;’.7 1937-38 1938-39 1939-40 1910-11 !9li.i3 1942-43 1943-^ 1944-45 
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(4,- RAIIAVAY CONTRIIU’TION T<J (.IINKR \I, RF-VIiNl FS 


Lakhs of Rupees 


^Val• 

Paid tt» general 
revenues 

I5ipaid 

Kei)ayinent 

1924-2') 

8,78 



1925-2h 

5,49 



192(1-27 

8,01 



1927-28 

(i,28 



1928-29 

5.23 



1929-:4(> 

8,12 



192>n-:ll 

5,7 1 



1931-32 


5.:»i» 


1932-3; 1 

, 

5,2. • 


1933-;41 


5,2 1 


1931-3:) 




1935-3t.) 


L9<) 


1938-37 


4.91 


1937-38 

2,78 

1,58 


1938-39 

1 L37 

3,09 

7.53 

1939-40 

4,33 

.^0 

1 5..‘»7* 

1940-41 

4.82 


12.0’> 

1941-42 

4.80 



1942-4.3 

7,49 



1943-44 

37.84 



1944-15 

32.00 



1945-40 

32,00 



1948-47 

5,40 



1947-48 

7.,50 



1948-49 

4,50 




188,08 

35.71 ■ 

35,5:3 


♦Rs. 18 lakhs adjusted against rectification <4'excess payments made it^ 
previous years. 









» ' R^MLWAY RE>tRVtS 

In Lakhs ut’ Rupees 
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'^ — 

S' 5 c 
S-.3 i 

-e 

ir 

'2 = 1 

X, ^ so ~ ^ ri r-- -X) Oi ctj cr. a. — in o t'- o 

o iJ-5 o -e o; Oj oq o in in o —^ ® ^ 

m' i.n cd cn —* r'i tn c^i O^'S cn in —^'crT —' r-Fni ^ S 

— — — — —H — nicnmincooj 

u' . 

« ^ ^ ~ 
li 

a 0 ~z 

. . . m cn '.r? ,o o — co 

.; ^>1 o o C'j ! ! ! ! 3^ ^ ! I ! I 

•T O t'^ in -e*— r--' r-i 

! 1 

Appropria¬ 
tions to 
Dtprecia- 
tion Fund 

m !•- cTj X w o 1'' 'o C' X ni X1- X CT) -e X o —* in 

tn X X X o in o in ^ 

cTo o -- c^i c^l XVs cn cn cn en'en'c^FC"! ^sF(>FVF?^Fx rV rV'erJ* 

(.Hosing 

Balance 

o !?> X in •nm r--. t-^ r-* i-- x x x Ci 3*- in in X X c^i 

^ in x X in in X cFVi'iV x cn' 

TMmXCvl 

Xel accre¬ 
tions to the 
Reserve 
Fund 

o S'. C-. t'- X X X m . — X X X X m cm 

® i ! . . . ‘•'1.^ 

x" cd —* ^4 cTi.n nP x'-^ irT 

I ^ 1 ^ 

• ' 1 

With¬ 
drawals 
IVoni the 
Reser\c 
Fund 

^ • ; ; :oxa) : : : . . : . ;xct)x ixiincM 

CM o 1 x*' CM in' irT 

Appropria¬ 
tions to the 
Reser\e 
Fund 

X X. Xj X.— . X w X X 

CO r-- -e in in . 

X c-T —' -t'cm' X ooenr-^^S 

Surplus - 
Deficit - 

xox. O'+m — x^'t'OCMinxr'vxxxr^Tecri 

C'^m — cMr^X—»tninxx-^rt*r^xx'f+*ooxx 

CM X e^ Oe^ X in X Xn* X ^ CM X CO in O X | [ 

•—1 — !f!III — •nF'Vx-V 

Year 

1924- 25 

1925- 26 

1926- 27 

1927- 28 

1928- 29 

1929- 30 

1930- 31 

1931- 32 

1932- 33 

1933- 34 

1934- 35 

1935- 36 

1936- 37 

1937- 38 

1938- 39 

1939- 40 

1940- 41 

1941- 42 

1942- 43 

1943- 44 

1944- 45 

1945- 46 

1946- 47 
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I\ . FOREKiN rRADi: 

(1) DiRFt of India's forfign 'j radj 
(A) Pt'vcmtagc SJiarr ol‘ Countries in India's Imports 



1914 

19M- 

1919 

1922- 

1928 

1982- 

1988 

1988- 

1988 

1918- 

1919 

l-niteil Kingdom 

d..i 

5U 

<;o 

80-8 

88-8 

29*1 

United States 

:) 

7 

a 

8-5 

8*7 

20* 1 

Japan 

>) 

19 

i) 

18-1 

18-8 

1*2 

Ja\ a 

(> 

8 

h 

2*8 

1 • 8 


German \ 

ii 


■* 

7-8 

9*2 



li: Pl.k( KM Al.f- SHARK IN 1MF('K IS OI- 'Illl llRlTIsIl (-OM \K#N\M AI III \\:> 

rill, orin.k cot nirif.'' 



Ct>riiinun\vealtl) 

Imports 

Odn 1 

1 mpnri.'. 

192(U2:> 

98 • 1 

8-'l*o 

1928-89 

54 *8 

48*2 

1930-88 

10*9 

88*1 

0)38-40 

88*8 

111* 2 

19111-48 

j 

81*8 

•18*8 


(G .' t*l KHFN l Alii: SHARI- Ol <:Ol;N l RlI.S IN INDIa's I XFOR I.s 



1909-14 
;'av,) 

1914-19 

1922-28 

1982-88 

J<)88-8(i 

1948,- 

19 

L.'nited Kingdom 

28 

81 

28 

28 

81-8 

28*8 

I’nilrd States 

7 

12 ‘ 

11 

7*8 

10* 1 

H)*« 

Japan 

7 

11 

18 

10*8 

18*4 

1*1 

Franre 

7 

4 

,1 

(rf) 

1*4 

1*8 

German y 

10 

1 

/ 

8-8 

8*8 
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(D) I'J- RCF.NTAfii; SHARK TN EXPORTS OF THF r.OM.MOWV J.Al, TH 
AND THF OTHER OOl'NTRIES 



(lomiiiDiiwTaliii 

Kxports J 

Other 

■'.xporls 

192()-2d 


)9-2 

iiO-8 

O'. 


At.- 1 

»i.) ■ <i 







ad-4 


nno-i:') 


t)4 • 

.’».■) ■ 7 

2) PFRCFM AfJF SHARK <Jl CFRTAFN FXPORT I'l FMS IN' TO FAI, EXPORTS 

01 INDIAN MERCHANDISE 


A\era^e 
192G-27 

to 

1M2B-29 

19.41-82 19.17-48 

1948-19 

C olloii Rmw 

Id- At) 

1.7-2t. iD’ id 

4-<i 

Jute manui'iiriuip 

17 22 

11(H) l(.-07 

47)-2 

(rrain. l*ulsc ainl 

I’lulU 

i2'.i;; 

14-07 A-21 


IVa 

!)• 29 

12-47 i;.-!.4 

17-4 

Raw Jui<' 

9- 1 ; 

7-18 8-14 

A • V> 

Sri'cls 

7 ■ 8!» 

9'4t. 7-84 

1*7 

(lotion manufaftiin's 

2-88 

4-09 r)-14 

9-0 

Metals anrl Ores 

2-tH 

4-31 4-49 

2-4 

Hides and skins j-aw 

2-t>8 

2-40 2-79 

1*4 

I .cather 

2-70 

4*44 4-01 

4- 1 




(3j (^UAMI iV AND VALIJL OF IMPORI-S ANO KXPOR 1 S OF 001.0 COIN ANO BULf-ION 


f:conomi(: history of engi and and india 


[ft. ir 


(M Oi CO CO CO m 
00 <M r-*. ^ 

(M O 

in'irT lo'o'td oo' od’ 
O 0^00 o 
o»noo o'csi’io*' 
cq 

od-^'oT cd*—T 

CM CO —< — (M —' 


CM X — lO O O c 
lO X O lO CM CM «. 
00 O X^CJI 
’r'<r r^' io't^ —^"co'c 

(M CM cq I'q CO '^O C 
W CM lO CO lO *+• CO c, 

o Lo o lo CO cqcqc 


I 'l ! 'l I i 


-OOi-^CMCor^OooocMXi'^t'T'Cq 
0 C'j in ^ X lO !'»- t>i Oi cvj X CO Tf* 

1 x I'q ^*1 x x^ cq X CM X cm o^ oq^ x^ cq^ 

Xtd’rd cm'o^'co »d Gh x W x' 

■5XXXCM-+'<MiOOO—' — XXX 
- CO — X CM X X X O O 
i cd'cd cd'CM CM 00 X x '«*' cd'— cM'^t*’ 

■ ‘ ' -;■■ I I ! I ! I M I 


X-h-fOTT — XXr>*XXXXOXX 
X X X CO -H X X o O X o 

O) X X o iq o cq CM cq CM cq cm cm cm 
X ed X CM cd ■+ cd'^ O rd'«d o'oj i/dx^ 
MX O O' CO^C'i O cq X X O X 
o -O M ■-^ 0 'rr'>r''.d id i.'d'ox'o cd od 

I q CO — ®0, " 1 . ^ 

id' o' X od' cd cd* o' id' irTrd' 

X X X L.O X 04 — — CO 


M -+• I'.. ■■t* 1.0 X 

CD X i-^ X X I-' 

X O M — X O 


— O CM X X X o 
■0*01—•Xl'^X-t'XX 


X 'O O* X CO — X O X O CM X X iO F- 
OX— X I"- 0^1 X I'- CM X X X X 

O O X X r-^ — — O 


OXCMOICMF-X-I* — X-*OCr»—'XCD 
X X O X O r-* X X O X O — —' X CM o 

04 cq CD O ^ ^ 

oi o c-J'-'t* crTi-d'oM'x — ■'d'cd x cd'*d cd'*d 
M x> —-q 

x' CM o’ cd —r od -d O}' — oT —-d O^X CM cm' 

■+ CM X —* 0*1 o-f oi X o !'■' o X X r-' r-^ 


Oj X X X X X O OJ — 04 —* — X X X 

O — O 04 X -f OI X — O O) X X X O 

X^X O O X CM Xj; O' -q O O iq X O O 

ccd-^ x' x' x"' in'o 'o’ oi -d orcd'o-i od o 

OM o Q X X 'oi cvi X I ^ X I'' o i' 1 -^ I 

•q^O'i -d — iq X cq^'O — — ^ ^ ^ 

XXX x^ ’x' cd od 


> — X 
4 04 04 
CD O X Ov 
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\ . l-MPLOVMI' M 

(I) OCCIP.-VI tONAr. TiISTRIRI TK)N (»1- IHl. POIMIAIKJN 


Oceiii)ali<>ri 

P<'reeniaire of the total population en¬ 
gaged in the occupation 

1921 

191t>-19'17 

1. Kxploitalioii oi aiiiuiaK 



and \ eircfatiori 

72-99 

bl- 19 

' 2 . l.xploitatioii of minerals 

If 17 

!)• 19 

fndiisriA' 

10-19 

18-40 

1. TVnnspdi't 

1-97 

1 - 32 

f). Clomincrce 

.)• /3 

1 2o 

(). Armed Ibrres and pi.»li(f 

(Pti9 

2-27 

7. Professions and liberal arts 

1 • r>9 

1 - 32 

b. ]*nblir Administration 

()- 8 -! 

0-83 

MiseelJr'UK’Oiis 

tr 1 ! 

ti-1-2 


Idt)-9t} 

100-00 


(2 FMPIOYMKNT IN FACTOKIKn 
Avcrai^c- Dailv Number ol’ Workers 



1929 

19;3I 

19)9 

1942 

1945 

Number of faet<jries 

7.13:. 

7,708 

10,40( 

12.327 

]4,Ot>5 

Number of workers 

1,133,092 

1.398,l:Ui 

1.7.51,1:47 

2.282.288 

2,642,977 

Textiles 

093,713 

000,912 

819.104 

908,531 

1,014,309 

Kngineering 

139.9421 

127,173 

159.701 

244,1.54 

314.088 

Minerals and \h-tals 

.39.8^9 

38,201 

55,12:f 

82.493 

125,457 

Food, Drink & robaec») 

M4.774 

188.27b 

247,030 

283.830 

309,(i8ti 

Chemicals and Dyes 

ll.378i 

4b,574 

57,900 

74.171 

101.087 

Paper and Print ini* 
Wood, Stone and 

42,b87| 

42,823 

50.9.32 

til.809 

72,271 

(ilass 

27,390 

29,170 

33.084 

8.3.598 

100,857 

(iins and Presses 

174,282 

100.103 

103.220 

151,099 

129.407 

Skins and Hidc-s 

(i.l(i;3 

0,870 

12.900 

29,008 

30,301 

Ordnance Factories 

22.011 

18,308 

.30,709 

113.077i 

185,005 

Railway Workshops 

7:b894 

32.09G 

53.784 

89.8181 

1 l(i.,549 

CHothing 

1,45,3 

1,331 

2.137 

28.5.52 

22.847 

Miseellant'ous 

22,319 

25.930 

30.455 

70.948 

107,2.58 
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} (ONOMK; IIISIORY OF KNOI AND AM) INDIA 


[ p r. IT 


A. KMPJOVMrNr IN PLANT.VrrONS 


Y« ar 

’r»-a 

CoWW 

RubbiT 

1942 

920.421 

Iti2,‘i9:i 1 

40.887 

1945 

87K75:> 

ir.i.9i;7 i 


!91(, 

1,082.059 

■■ i 



. 1 : J-Ml’l (^^ Ml NT IN (.l.AS> ! 

1 K.>HAVA\'< 



19:-;8-15K19 

PN2-194:i 

19-15.1941) 

iiazL-ucd Oiricfis 

1.781 

1.1)59 

1,880 

Subordinate Staff 

I55.{;(u; 

119.522) 

201,00t. 

T')ailv rated and inf'erioi- 




StaF 

59;';.709 

t.lKKfO 

7211.922 

fetal 

til 1.099 

7ti2.H12 

929,808 


.» IMIMn'iMIM INMINFS 

. A\< r;i£^( <lail\ ufumImt ol’uuikriN rmjjloxrd) 



1929 

19 >1 

I9;W 

19-12 

19'l-5 

Coal 

lti5.()58 

151.875 

201,989 

215.08() 

294,902 

Iron (.)ie 

8.1 19 

5.214 

8,855 

10.3:^2 

0,883 

Manganese 

27.21;^ 

t,.371 

27,452 

32,214 

9.580 

Mica 

10.555 

15.03.3 

: 32,111 

50,891 

2.58.08 

Cobl 

12 

52 

'143 

121 

3.59 

Salt 

l.(i07 

1.030 

1.392 

1.237 

.3,278 

.Miscellaneous 

1.078 

31.108 

33.:102 

41.7G5 

3;’»,080 


Total 250.272 2I0.»4ti 3U5.2H :i57,()-lG 3m\2S)0 





f ) WOMEN ANI3 CHII.DREN IN INni/STU^ 



Figurf's ?*elatc in 194r). 
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KCONOMIC HISTORY OF KNOLANl) AND INDIA [PT. II 

\ J, HANKTNi; AND l»l BMC MXANCE 

I 1 : l'Kl\( nWL HFAIK OF RKVKNrh OK JlIK iJiM’RAI, f:OVh;RNMi;NT 


In Crorrs oi' Rupees 



1921-1922 

19:19-1910 

lO")! 

<!^ustoin.s 

7:*) 

: >9 ■ H1 

157- If) 

Taxes on Ineonir 

iar>i 

l:;-97 


Salt 

1-77 

7 ■ ;i;.i 


Opiuiii 

1-27 



J'lxeise duties 


7-HI 

07 • 54 

(lurrciicy and Mini 

:T:U> 

•:12 

2 • 19 

Railways 


2* i;; 

()-50 

Posts and 'relejy:rapiis 



:j-9H 

Toial Revr-nue 

HI all* 

72 tl!) 

110-til) 


♦Infludfs K.s. 12 *BH ( r«»n*s ‘ j>rovin( ial rontrihntiuns and rnisrrl- 
laiK'oiis acl justiiiciits/ 


<2 ' J'R1N( ll'Al iri AD'i <)) I Xl’KMUH Kl OF 11U-. ( IM RAI, (.ON'KRNMKNT 

In Crorcs uf Ruprrs 



1921 

l<M9-40 

1951 

Delenee Serviees 

09* HI 

■15' IB 

I04 - 12> 

Dc“bt Scnices 

14'HH 

12'1)2 

;'i7-:io 

Civil Adniinistraiion 

H-03 1 

lO'OO j 

IB'BO 

Civil Works 

1-42 ! 

2 ■■17 

10*:1B 

Irrigation 

•OB ! 

■09 

■22 

Total I'ixpenclitnrc 

109*10 

72 01 

:151'4^* 


*Includrs Rs. 15'59 crorrs—‘ coniributiuiis and inisrellancous adjusl- 
niFiits hftwiTn the I’nion and State (iovcTnnirnts.* 


(li) PRor.RK.ss c)r ranking in imjia 



Number 

of banking roinpanij-s 

Private depos¬ 
its in 

crores of rup«*es 

^’(■ar 

S( hedulcd 

Mon- 

scheduled 

I'otal 

1900 



20 

30 

1949 (June) 

101 

(i57 

758 

850 








S l ATlSl ICAL APFKNDIX 
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f 4 ,i Nt MIll K OJ- (JM'H K.s > tf' M IIKDI LKIJ AND NON-St. UKDI’I.KD HANKS 



I93r. 

1949 

Schfthiletl hanks 

Imperial Jiank ui India 


Ml 

I'AehanKe liank*^ 

9;] 

t)5 

Ollier Scheduled i)aiik> 

(177 

2.473 

I’oial 

1.128 

2.917 

/lank.'i 

343 

1.8bi 

Total oi all haiik^ 

1.171 

1.778 


'■>; NTMIJ] 

l.K 1)1 a\NKiS<. CHIU l^s IN INDIA 
IN 1930 

AND IN loui-aiuN fi •r\'rRri-;s 

C ' umliA 

\umbel' ot 
per tuiUioii 

iiaiiking oHice, 
ol‘ population 

A\ erage area .ser\ ed b\' 
one l.ianking office 
'scpiart' TTiiles 

India 

3.:) 38 

Id 

•220 

1 'uited 

Kiii5>'di >ni 

1 l.K.! 

229 

i) 

l.'nifi d 

Stalls 

18.973 

!2'> 

191 


((')) CONSOMPA IKl) l-(»srrK>.N <\V SfillF.IH l hL) J.iAXKs IN INDIA f 1939-1949; 
In Crorcs (*l Ru|h*<\s 


Parlieulais 

1939 1942 

1915 

1947 

1949 


Number of reporting 


banks 

58 

bU 

87 


95 

Demand liabilities 

135 

273 

031 

898 

on 

Time liabiliOes 

iOt) 

101 

2-11 

344 

278 

4'otal demand and tune 
liabilities 

241 

i 371 

872 

1,042 

889 

Cash 


i 

32 

40 

35 

JJalanees with the Reserve 
Bank 

Hi 

' 5.5 

87 

9ti 

00 

"Total cash and balances 
with the ReseiA'c Bank 

23 

(i5 

; 119 

130 

101 

Kx('(^ss balances with th<‘ 
Reserve Bank 

7 

37 

51 

54 

31 

Ad\ anrjes 

117 

97 

209 

428 

435 

Bills disrounled 

5 

3 

1.5 

18 

10 

'Total advances and bills 

122 

iOO 

284 

440 

451 

i 
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KCUNDMIC IIISTOKY t>I' KNdLANl) AND INDIA 


[PT. II 


I 7 I .\1)VAN( IS t)V MANKlNt; >MPAM1.S (A« ON iHF. SOtII )» M- IfllM' 


To iiicliisirv 

;n-:> 

I’o fcinmuTcr 

17*‘: 

I’o aj^nriilturr 


IVrsfMiJil 

i • • h 

IVoU-ssioiiiil 

o-l} 

All OtluTS 

1 

lotal 

mo 


\ II. W \(;ES AM) IJA’KI. ()1 1,1\I\(; 

1 \\l kAt.l AN,MAI l-ARMNA.SOJ W'OUKl-k> IN 1 \l: I ()KM I S f il.AssIl IM ‘ 

n\ INK! STHV 



\ym 

Rs. 

1911 

Rs. 

194'i 

Rs. 

1914 

Rs. 

l‘i 

Rs. 

rrxlilfs 

1 

:ili 

472 

01 1 

024 

C It. lilt HI 

a2« > 

;M1 

081 

724 

1 > i-IJ 

Jutf 


2.')(i 

440 

491 

■124 

Ent?in';t;ring 

2ti-l 

472 

429 

044 

(i<(0 

Mint rals and Moiah 

I.“i7 

•i7»i 

402 

002 

000 

C^hcniical and Dvf'; 

J4r> 

24M 

498 

114 

•192 

Paper and Priming 

kiS 

:)2:) 

111 

4o0 

048 

WoDtl, .Slone and (dass i 

1P4 

199 

40.4 

-ill 

I4'! 

Skills and llidi-.s 

2d«. 


-1! 1 

447 

448 

(^rtlnanco P'aclories 

.;i)2 

409 

427 

1 (>-14 

721 

Mints 

'M)7 

191 

474 

1 007 

84!» 

Misffilancoiis 

2dl 

201 

492 

1 404 

Iil2 

All Industries 

2«d 

42.4 

.42.4 

49li 

. 019 

(2 t.osl C)1< Ll\ lN(i INDKX XrviHI RS IN SOMh IMl'OU I AM' 

tllTIkS .\.M) I OWNS 


PlliM 

19-12 

PHI 

1914 

1947 

Horn hay 

Boiii 1 )a^• 

104 

1.40 

220 

22-1- 

2(>4 

Alinicdahad 

m7 

1.40 

290 

272 

400 

Sholapiir 

lOfi 

14.4 

27() 

274 

:t40 

(iaitral Provinets 

XagTiur 

!(H 

104 

207 

2.49 

420 

Madras 

Madras Cii\ 

lOli 

140 

207 

228 

277 

(V)imbatore 


149 

224 

229 

297 

Puniah 

Lahore 

Hi 

171 

281 

291 

427 

l -nilf d Provinrts 

Kanpur 

10:) 

181 

414 

408 

478 

lairkntnv 


179 

444 

444 

+11 

Pihar 

Paina 

mil 

100 

400 

270 

482 

Orissa 

Cuttack 

109 

17.4 

440 

287 

.444 
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\ 111. CO-OPKRA f K)\ 


1 1 ; pKoviRi N's or rill, (.o-oi'i ra i ive movumen j in ini>ia 


IVriod 

.\uilllj<T 
ol societies 
f'OOO: 

Xuinber 
' inernhers 

(lakhs) 

NVr»rking 

Capital 

: f ( Tores of rupees) 

1920-1921 i.> 
1924-1925 HN.. 

58 

21-5 


1925-1920 to 
1929-1930 O-o.; 

94 

30-9 

74 • 89 

1930-1931 io 
1934-1935 (av.i 

10(> 

43-2 

91-01 

1935-1930 to 
1939-1940 fax.. 

! 17 

50*8 

104*08 

1940- 1941 to 

1941- 1945 (av. 

150 

72*2 

124-;i5 


■ 2 i M'i s or 

SOCIKTlJiS 



19lU)-()9 191U- 1925-20 

1909-10 19M.15 1929-30 1931-32 1945-40 1947-48 


ii\. av. av. 


(5 ntial (includinjt* 

Provincial and 
Clcntral Banks 

and Bankiricc : 

Unions) 17* 231* * 587 005 ; 614 459 

Agricullural i 

Societies 1.713 10.891 83.093 93,598:147,000 100.040 

-\on-agric'uliural \ 

Societies 190 (>0} 8.8(i2 10.750 i 2:^,000 22,370 

♦Inclndf’s siiper\'i.sing and guaranteeing unions. 


(3) AOUK l’i.l’PKAL (.O-OPF.RATIO.N 


Xon-credit 


Xunibrr 'V'A'T: Working 

* ! . (il C.apilal „ ol Capital 


1915-1910: 10,090 065.527 4.92 90 4.822 1 

1925-26 ! 59,018 901,529 20.47 1,709 121,789 54 

1947-48 i 85,260 3,482.852 23.86*69 2,078 ; 






Mi:i TI-IM RI OM' SJICII lll;s IN 1917-lM4f> 



11 ese are the three stairs vviili the laiEfcst nuiiilu r «.!' i«'j4hi-j!ur} 
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(5)) ( KhDir CO-OI'KRA 1 ION UV l*ROVINt:KS JN 1947-1948 



Agricultural 
(Iredit Socir-ties 

No. ol No. of 
Societi<‘s Members 

Xon-Agricul 1 ura 1 
Sfwielies 

.No. of .\o. of 
Societies Members 

f^cmtral 

Banks 

& 

Banking 

Unions 

Pro¬ 

vincial 

Banks 

I>ladras 

i2,or>h 

8.14.880 

1.148 

;l,94,27-l 

40 

1 

liomba^’ 

o./bl* 

4.20.997 

981 

4,94.h0(> 

15 

i 

West Bengal 

9,591 

2,18,044 

457 

2,.52.219 

40 

1 

Bihar 

5,57H 

1.4<1,844 

119 

.50.789 

14 

j 

Orissa 

2.708 

1,01.994 

55 

17,480 

15 


United Provinces 

:5,802t 

1,02.540 

595 

74.7^8 

87 


liast Punjab 

8,419 

4.17.400 

815 

28,370 

70 


C. P. & Herar 

tJ.014 

89,244 

218 

24,882 

45 


Assam 

7 H) 

18.180 

1 11 

8.514 

15 


Ajmer-Merwara 

54(> 

12,201 

108 

5.‘|-8t; 

8) 

1 

Ooorg 

207 

27.091 

22 

1.270 

1 

1 

Delhi 

I7i 

4.872 

9() 

9,100 

4 


.Mysore 

1.1)55 

89.017 

445 

97.850 

10 

i 

l^aroda 

917 

40.ti8O 

214 

81.317 

48 


Hyderabad 

17.988 

8.80.041 

152 

liO.529 

11 

'i 

Bhopal 

27:-; 

8.288 





Madhya Bliaral 

4.998 

1.01,180 

184 

21*080 

2i 


Kasliinir 

2.842 

48.872 

488 

7.724 

15 


'Pra van core 

9l(i 

1.11.028 

!4->4 

85.J 95 

1 


(Inehin 

179 

18.811 

87 

24,075 

1 


loud 

85,280 

44.82.852 

8.505 

1 7,02.255 

418 . 

11 


* Includes niulti-purjjose societies, 
t Excluding multi-purpose sociclit‘s. 


IX. N.VnOXWL I_\C;C)M£ 


Year 

'Total National 
Income 

.\gricuhural 

ln('t)ine 

P(‘rceiitage of ag¬ 
ricultural income 
to National 
Income 

1941-42 

1.889 

882 

52-8 

1949-10 

1.944 

954 

49-2 

1944-44 

4.244 

2,128 

50-4 

1947-48* 

4.942 

2.880 

58*2 


* Indian Union imly. 
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